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THE SPIRIT OF THE CONVENTION 


At the forty-third annual ccnvention of the American Bankers Asscciation the Committee on Reso- 
lutions brought in the following, which was unanimously adopted: 


First, The American Bankers Association, through its Executive Council; offered its assistance to 
the Secretary of the Treasury in distributing the war loan bonds of the government. This offer was 
accepted last May and the machinery of the organization was successfully used in aid of the Treasury 
Department and the Federal reserve banks. 


Second, The bankers of the country responded generally to the call of the government for assistance. © 
Regardless of their membership in the Association, they worked faithfully to promote the sale and distri- 
bution of Liberty Loan bonds. Thousands of them served on Liberty Loan Committees and the War 
Loan Committees of the Association. 


Third, The bankers’ practical demonstration of loyalty requires no commendation at the hands of 
this Convention. The bankers of the country have never yet failed in the full discharge of their duty to 
the government. They did not fail last Spring. They will not fail this Fall. They gave their services, 
facilities, and earnest support then. They will give it again and again. They realize that success in war 
depends on the people and on no unit of the population is there greater or less responsibility than on any 
other; but the bankers are specially charged with the duty of making the financial operations of the 
government successful. They owe this duty to themselves. 


Fourth, Thé second Liberty Loan is impending. Others will follow. Success in raising the vast sums 
of money needed requires something more than good intentions. To assure success we must have action, 
leadership and the application of all the financial ability the bankers can muster. 


To the end that success may be absolutely assured, this Convention here and now declares the support 
of every bank and every banker to the President and his Administration. It bespeaks of every bank and 
every banker active co-operation with the Secretary of the Treasury and the Federal reserve banks. It 
pledges to the administration the unqualified support of every one of the 17,407 members of the American 
Bankers Association in the great task of winning the war. To that end and purpose the American Bankers 
Association is hereby dedicated. 
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The Convention 


N the forty-third annual convention of the American 
[ Bankers Association approval of the second Liberty 

Loan of 1917 came specifically by resolution and gen- 
erally in every meeting. The war loan operations of the 
government and the methods to be followed in securing 
funds were a constant topic of discussion. Every sugges- 
tion of vigorous prosecution of the war aroused enthusi- 
asm. Lord Northcliffe’s appeal for steadfastness fell on 
sympathetic and responsive ears. Nicholas Murray But- 
ler’s demand for the expulsion from the United States 
Senate of treacherous members brought the Wisconsin 
delegates to their feet first. Secretary McAdoo’s appeal 
for co-operation was given fervid endorsement. 

The note of war rang clear through every gathering. 
It was found in the preachments of thrift and economy. 
It was heard in the speeches on the technique of banking. 
It echoed back to the orators and impressed itself every- 
where. 

In the zeal for success in war obnoxious things were 
forgotten. The Federal reserve system was transformed 
from a technical set of rules into a vertebrate scheme of 
war finance. Clearing house and trust company, savings 
expert and commercial banker, yielded in unison to the 
common demand for the elimination of everything un- 
necessary and the expansion of everything necessary to 
success in war. . 

Summed up in the concluding paragraph of President 
Goebel’s address was the pith of the convention’s thought: 


Peace seems a long way off, but whether it comes 
this year or next, or years hence, it will be unworthy 
the name if it is not the peace of victory. To the 
victory we desire and are going to have, we need not 
look with a blush of shame. We desire no conquests 
of land or men. Now, as in the past, we seek only 
freedom for those enslaved and more freedom for 
ourselves—the right to go unmolested where com- 
merce leads us, where we may exchange what we have 
for what we want; the right to gain knowledge from 
others and implant in the hearts of men the desire for 
virtue, truth and righteousness. Our consciences are 
clear and our duty is plain. Each one of us must do 
the best that is in him in whatever position he is 
placed. To the home we owe devotion; to the country 
loyalty; to ourselves adherence to the ideals of the 
Republic. We cannot fail. 


Numerically the convention was below the record, 
but never was there a more representative gathering of 
bankers. The various sections held meetings that in 
point of interest rivaled those of the general convention. 
The subjects discussed were pertinent to their specializa- 
tions but little was developed that was not related to the 
great events which the world is witnessing. 

Shall state banks join the Federal reserve system? 
Governor Harding, of the Federal Reserve Board, spoke 
on that theme before the State Bank Section. It is an old 
subject, threadbare under the wear of pre-war contro- 
versy, but renovated and given a new sheen by the prog- 
ress of events and the necessities of war. The question is 
no longer weighed in the scale of private profit or selfish 
desire. Shall the state banks add their strength to the 
reserve system and so increase the banking power of the 


country for the common welfare? Shall this addition to 
the forces enlisted for war be made? The answer to 
these new questions was given in an emphatic affirmative 
and the question as to what the state banks should do has 
been resolved into the question of what they will do. 
The arguing is over and the Guaranty Trust Company, 
of New York, passed along the faintly blazed trail on the 
last day of the Convention. 

War loans? Every banker is enlisted. There was 
discussion of details and methods of operation but none 
of the banker’s duty. Bankers are alert to their peculiar 
obligations in respect of war loans. Basil P. Blackett, 
special representative of the British Treasury, illumined 
the subject in the Savings Bank Section but without re- 
striction on the application of his statements. He told 
the fundamental story of production and thrift on which 
Great Britain has built with success. 

The general convention brought forward in its four 
sessions six speakers and some specialists. Rated by 
groups they were William G. McAdoo, Secretary of the 
Treasury, and Lord Northcliffe, head of the British War 
Mission. Thus there were representatives of the two 
allied English-speaking peoples. Benj. Strong, Governor 
of the Federal Reserve Bank of New York, and George 
M. Reynolds, president of the Continental and Commercial 
National Bank of Chicago, were the representatives of 
banking. Nicholas Murray Butler, president of Columbia 
University, and Rev. Newell Dwight Hillis, of Plymouth 
Church, Brooklyn, completed the primary array. The 
Agricultural Commission had its chairman’s report sup- 
plemented by a stirring address by Carl Vrooman, Assist- 
ant Secretary of Agriculture. 

Before the convention came some matters of keen in- 
terest to all bankers. The Referendum Committee, selected 
at the meeting of the Executive Council last May to 
ascertain the sentiment of bankers as to new methods of 
providing fidelity, casualty and burglary insurance, re- 
ported and was continued with instructions to bring to 
the Executive Council next May a plan of operation 
which, in the minds of the committee, will reduce the 
cost and be more satisfactory than the present arrange- 
ments with the surety companies. 

The Committee of Twenty-Five was reduced to five 
members and continued. 

A committee of five to be known as the Federal Re- 
serve Membership Campaign Committee was authorized. 
It is the function of this committee to conduct a cam- 
paign among non-members of the Federal reserve system 
to induce all such banks to join the system. The com- 
mittee is authorized to appoint sub-committees in each 
state or Federal reserve district. 

A committee of three was appointed to act in con- 
junction with similar committees from the Chamber of 
Commerce of the United States and the National Asso- 
ciation of Credit Men. This joint committee will under- 
take to promote the use of acceptance and particularly 
trade acceptances and will presumably conduct an educa- 
tional campaign with that end in view. 

A committee of five was authorized to co-operate with 
the American Division of the International High Com- 
mission, 
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ANNUAL ADDRESS OF THE PRESIDENT 


PETER W. 


This is one of the most eventful years in the history 
of nations. If we have not made progress, we have made 
haste. I think we have made progress. It is surely 
progress when exigency demands that we make the wisest 
and most economical use of our resources. It is perhaps 
strange that this mighty war has not yet added anything 
of importance to the list of human discoveries and inven- 
tions. In the past fifty years there have been many— 
more than it was possible to adapt to practical uses. There 
has been a demand for new things, for new appliances of 
various kinds. Inventive genius has been stimulated by 
offers of rewards. Men and governments have been eager 
to try anything of promise, but, as yet, nothing has been 
forthcoming. It is as if the world had been saturated with 
products of human ingenuity and there was need to wait 
for new ones until we have learned to use wisely those 
which we have. So we are learning under the pressure of 
war new lessons in adaptability, in economy, in thrift, in 
production; we are learning how better to use our soil, 
our mines, our factories, our railroads, our ships, our men, 
our money and our credit. 

We have much to learn yet. We are far from the 
goal, but we seem to me to have gotten beyond the novice 
stage. We seem to be moving forward now with steadi- 
ness and precision. If we have learned our first lesson 
well, we shall continue to move in that manner to final 
victory, victory over the common enemy of the world and 
victory—a greater victory—over our indifference, our 
wastefulness, our greed and ourselves. It is only with 
confidence and pride that we can watch the march of 
events—the disappearance of the differences that divided 
us, the gradual but steady converging of the lines that 
mean a people as well as a nation united firmly and forever 
in loyal adherence to democratic principles. 

This most eventful of years in the history of nations 
has also been the most eventful in the history of the Ameri- 
can Bankers Association, and the most active. Banking 
has been subject to all the influences that affected other 
lines of business endeavor. The misgivings and uncer- 
tainties have touched us all. Precedents have been dis- 
carded, traditions have been cast aside and we have gone 
on adapting ourselves to new and strange circumstances 
with a surprising and gratifying readiness. Our Associa- 
tion has also shown remarkable adaptability. Not only 
has it attended to its routine of affairs, but it has gone 
afield and found new work to do for the common benefit. 

These activities of the Association have been partici- 
pated in by every section, department, commission and 
committee. It bespeaks the universal nature of the demand 
upon us when we find in the work of war something to 
which every effort can be made to contribute. Each of 
these divisions of the Association has had its own problems, 
its own particular work to do, but, in this year, each has 
been bound to be interested in all the others. Never has the 
spirit of co-operation among the sections and departments 
been closer or finer. The proof is found in the continually 
increasing roll of members. Apparently there was as much 
reason a year ago as now why the thousand new members 
should be old members. The reasons which caused this 
gratifying increase may be many. The spirit of co-opera- 
tion is expanding and business men are coming more and 
more to recognize it, but I prefer to believe that the great 
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reason for the successful year lies in unification within. 
Every unit inside the Association gains power and impetus 
from the fact that it is a part of the larger organization 
and the larger organization moves with greater force to 
the discharge of its functions because the work can be 
divided and assigned to those best equipped technically to 
perform it. 

At the Convention in Kansas City a year ago, the 
State Bank Section was formed. This completed the num- 
ber of sections authorized by the constitution. There was 
a belief held by many that this section would find difficulty 
in justifying its existence. Unlike the other sections, its 
members had apparently nothing in common except a sort 
of negative interest due to their independence of the Na- 
tional Bank Act. They were organized under varying 
laws and subscribed to varying rules. It was perhaps 
natural, therefore, to assume that they could not move 
with a common purpose toward a well-defined goal. Hap- 
pily, this assumption was unfounded. The section has 
some great achievements to its credit and there is much 
more for it to do. It was largely due to its efforts that 
the amendments to the Federal Reserve Act were molded 
and vital obstacles in the way of state banks entering the 
system were removed. The Federal Reserve Board and 
Congress were presumably willing to accede to the wishes 
of the state banks, but they could not get authoritative 
information as to what the wishes of the state banks really 
were. The State Bank Section could and did supply such 
information, and the result was speedy and satisfactory. 

This youngest of the sections is also the largest in 
point of enrollment, and its officers are most alert and 
active in devising and in applying ways to increase its use- 
fulness. Its members represent the utmost in banking 
democracy and they are all finding the section organization 
is broadening their vision, giving them a better grasp 
of the duties that fall to this great class of banks, which, 
numerically, is the greatest and probably the closest to the 
people. 

The older sections of the Association have to their 
credit the satisfaction of a successful year. Their work 
is naturally specialized and finds its best expression in 
technical service to members. Their officers have been 
active and far sighted, ready to serve the Association as 
well as their sections, and their secretaries have met not 
only the usual demands made upon them, but they have been 
constant and indispensable contributors to the success of 
the unusual and difficult enterprises in which the Associa- 
tion, as a whole, has been engaged. 

In the general offices of the Association, conditions 
have been most satisfactory. Co-operation is the watch- 
word. In a general way, the work done by assignment is 
far from the limit of the operations. Every secretary and 
department head is well informed as to the work of the 
Association and interested in its progress and welfare. 

This has been brought about in large measure by the 
institution of an Office Conference. This conference held 
its first meeting last winter, and the results have been 
most satisfactory. It brings the heads of all the depart- 
ments into close relationship. At the meetings, which are 
held fortnightly, or oftener if necessary, each man reports 
to the conference the things on which he is engaged. He 
may ask for advice and have the benefit of a free discussion 
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with his associates. In this manner, the judgment of the 
whole force is secured on matters of policy, and the result 
has made for mutual aid and a better and broader under- 
standing. The staff in the general offices is an integral 
force working in complete harmony and co-operation. 

The departments, under the stimulus of opportunity, 
have kept their work up to the usual level and increased 
the service they render. The legal department, under wise 
guidance, continues to be the one court to which bankers 
may resort with confidence that the advice they receive will 
be sound. The others have their individual problems, but 
their operations have given much satisfaction to the officers 
who keep in close touch with the detailed affairs of the 
Association. 

The JouRNAL of The American Bankers Association 
speaks for itself. Through monthly reading, the members 
are all familiar with its scope and quality. I wish to 
express my unqualified approval of it. It seems to me that 
in the last twelve months it has shown even further im- 
provement and made new and stronger appeals to its 
readers. It has been filled with information and interest- 
ing articles and it has been particularly apt in its treat- 
ment of the great financial problems growing out of the 
war. It is more widely read than ever before and cer- 
tainly more widely quoted. The JoURNAL has made a place 
for itself, and I know the members share with me the pride 
I feel in the publication. 

The Agricultural Commission has had an unusual op- 
portunity to demonstrate its usefulness in stimulating the 
production of field and farm. Under the pressure of an 
unprecedented demand for farm products, many organiza- 
tions have been formed to aid in the increase of foods. 
Fortunately, this Association had in existence a com- 
mission well organized and experienced and under the 
direction of an enthusiastic and able leader. With half 
the world facing famine conditions, it is obviously neces- 
sary that every possible force be turned in the direction 
of food and devote itself to increasing the products of the 
farm. Much has been done this year. There is much more 
to do. I think that when the final accounting takes place 
it will be found that the Agricultural Commission of the 
American Bankers Association has discharged its full duty 
and that hunger was made less a menace because of its 
work. 

The question of fidelity, indemnity and burglary in- 
surance, always a matter of great interest to bankers, has 
been given a new aspect by the efforts of the advocates of 
some form of mutual insurance by the banks themselves. 
The position and progress of this idea will be made plain 
by the discussions here. I venture no opinion at this time 
as to the feasibility or desirability of this or any other 
insurance plan. The proposals, however, have broadened 
the scope of the insurance problem and mark a distinct 
departure from the kind of work to which the Insurance 
Committee has devoted long and earnest study. This Com- 
mittee has secured results of great value to members of 
the Association and it has pointed the way for the saving 
of thousands of dollars. By patient investigation and the 
careful collection and compilation of information, the Com- 
mittee has put the Association in an advantageous position 
for negotiation or acting, and little need be left to guess- 
work in the event of any innovation. 

At this point I desire to acknowledge the courtesies 
extended and the able assistance rendered to me during 
the year by all the officers of the Association and of the 
various State Associations. It were idle to mention names, 
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as every one has done more than his full duty, willingly 
and intelligently. 

The convention at Kansas City authorized the ap- 
pointment of “The Committee of Twenty-five.” The au- 
thorization came in the form of a resolution, adopted at a 
meeting held by the country bankers. The immediate 
purpose to be served by the appointment of this Committea 
was to have a delegated body which was to promote and 
secure, if possible, by amendment of the Federal Reserve 
Act or interpretation of its provisions as applied, the an- 
nulment of the rule for the so-called compulsory par col- 
lection of checks. 

The undertaking of the Committee involved the use of 
unusual powers of management and diplomacy. The fact 
that it has failed to achieve its exact purpose is not to be 
construed as proving lack of earnestness or capacity. The 
Committee’s secretary, Mr. Thralls, on whom fell the 
burden of the detail work and the strategy, labored with 
untiring energy. The members of the Committee collab- 
orated. There was no member of Congress who was not 
made fully aware that the Committee was on the firing line 
and well supplied with ammunition of every variety. 

The history of the legislative struggle needs no repe- 
tition here. There was a defeat but no victory. The pro- 
vision of the law which provided the payment of checks 
at par has been succeeded by one permitting “reasonable 
charges, to be determined and regulated by the Federal 
Reserve Board.” The interesting question now is what the 
Reserve Board will do. It is obviously possible for the 
Reserve Board to redeem a situation which is particularly . 
disagreeable to country bankers by giving the law a liberal 
application, an application which will show sympathy with 
the case as it was presented by the Committee of Twenty- 
five, and forbid criticism by aiming to correct the abuses 
of the old system without imposing penalties or forcing 
unbearable losses. 

At this writing, the Federal Reserve Board has not 
issued regulations as to charges for check collections or 
given any indication of its intentions in this regard, but 
there lies before it a clear opportunity to heal the wounds 
and remove what can be regarded only as a grim obstacle 
to the expansion of the country’s banking system into a 
unified whole. 

The Federal reserve system, not only as a protection 
against panic, but as an operating banking scheme, having 
a position in the financial doings of the day, has been the 
bulwark of the country in these eventful times. I shudder 
to think of what would have inevitably happened if we had 
been at the mercy of the old banking system. During the 
past year, and especially since the declaration of war, the 
reserve system has given a new demonstration of its ability 
to insure financial peace. . 

To the Federal Reserve Board every banker has 
looked with confidence. The Board is charged with great 
responsibilities, but the bankers are not relieved of their 
share of the obligation because the Board exists. The 
members of the Board have unusual opportunities to secure 
information and to study- conditions. They have made 
liberal regulations. They have made rediscounting easy. 
They urged the amendments to the Reserve Act which 
have proved of decided advantage. The privilege of bor- 
rowing against eligible paper as collateral for fifteen days 
has been of the greatest convenience and is perhaps more 
extensively used than the rediscount privilege. 

The change in reserve requirements has caused much 
discussion. The fear of an undue credit expansion and 8 
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currency inflation is frequently expressed. Under the 
existing conditions, it seems to me that both credit and 
currency expansion are necessary. We are all inclined to 
measure the possibilities in such a case by the disastrous 
experiences that attended expansion or the need for it 
under the old system. We must remember that we now 
have the machinery by which the tendency to expansion 
can be controlled, and we have watchmen. Under any 
plan of banking, confidence must be placed in some human 
element. No automatic system for the regulation of credit 
has yet been devised; none is possible. The situation, as I 
view it, is perfectly safe, provided we exercise good judg- 
ment and requisite care. We now control the system. It 
no longer controls us. 

There may be danger in the change in reserve re- 
quirements, but it has not yet manifested itself. Here 
again I feel that the application of sound judgment and 
foresight is more important than fixed percentages of re- 
serves to liabilities written in the law. If experience shows 
that bankers generally haven’t sound judgment, the re- 
serve provision can be readjusted. It is our job to keep 
our banks sound, and I am not yet willing to believe that 
we are not able to do it. 

The reserve banks should be used by and receive the 
support of every banker. It is our system, and the greater 
use we make of it the stronger it will be. We make our 
banks stronger by adding to the strength of the reserve 
system. It is, therefore, my opinion that state banks, par- 
ticularly those whose business is chiefly commercial, will 
find their way, one by one, into the system. It must be so 
because self-protection is a powerful motive, quite power- 
ful enough without the aid of patriotism. As it is now, 
the state banks are the beneficiaries of a stability to which 


‘they do not generally contribute. 


All the banks of the country have extraordinary du- 
ties to perform in these trying times. They have assumed 
these new tasks willingly. One of them is to assist the 
government in the sale and distribution of war loan bonds. 
This duty naturally falls to the banks. The banker is the 
financial adviser of his community. To him the people 
turn even when the government calls and patriotism dic- 
tates. The financial machinery is under his control.: So 
when the Secretary of the Treasury called on the banks to 
assist in floating the two billion dollar Liberty Loan issue 
the banks, with scarcely any exception, devoted their entire 
energies to the task and greatly aided in the achievement 
of the splendid success of that campaign. 


This first campaign for the sale of Liberty Loan bonds 
came suddenly upon us. No one had had any experience 
in such a matter. It was plain that new organizations 
could not be made in an instant. The American Bankers 
Association was already organized. Its staff was familiar 
with the ways of banks and knew how to reach them 
quickly. Fortunately, the spring meeting of the Executive 
Council came at the right time. The Council approved 
the suggestion that the machinery of the Association be 
used to aid the government in floating the bonds. The 
results of the effort have been told in more than 8,000 
reports received from banks, of which 2,700 were not mem- 
bers of the Association. It is apparently the unanimous 
verdict that the American Bankers Association gave timely 
and effective aid. 


There was no appropriation out of which to pay the 
cost of such a campaign. The Executive Council author- 
ized the President of the Association to use its funds for 


this purpose and secure them either by anticipating new 
receipts or by selling securities. 

The cost was $20,000. I think the expenditure was 
one of the best the Association ever made. It was effective 
assistance to the government and it was good education 
for our members and those who are not members. I feel 
confident the Convention will ratify the action of the Coun- 
cil in this regard. 


The American Bankers Association stands ready to 
give the government similar assistance in the flotation of 
future bond issues. The organizattion should not again 
undertake to finance such activities and it will probably 
not be necessary. The Federal reserve banks, as the gov- 
ernmental agencies for selling and distributing war loan 
bonds, have had experience and ample time in which to 
perfect organizations for this purpose. The Association 
will co-operate with them in every way possible. There 
are undoubtedly some things the Association can do better 
than any other organization, and it remains only to have 
these things assigned to it as its work in aiding to raise 
funds to carry on the war. 

The loan operations of the government are in propor- 
tion to its vast military operations. We have undertaken 
not only to pay our own bills, but to advance funds to our 
allies. It is idle to give figures. They are incompre- 
hensible. So far, the funds advanced have been expended 
in this country. Soon the payment of the troops will call 
for large expenditures abroad. The food and munitions 
for our armies will not be paid for by others. To supply 
these necessaries, production must be greatly increased. 
It is obvious that we must change our ways if we are suc- 
cessfully to perform that which it is set for us to do. We 
must stop skimming off the cream and use all the milk. 

There is only one source from which the government 
can get money, that is, the people. The only way the 
people can produce the funds with which to supply the 
government is by thrift. Thrift means economy, but it 
does not necessarily mean deprivation. It means the wise 
and wasteless use of our resources. It applies as well to 
the employer of labor as to the wage-earner. It demands 
the effective use of machinery, of soil, of mines, of forests 
and of men. We need thrift in the productive processes as 
well as in consumption. Thrift means greater production 
as well as wasteless consumption, so we must save and 
become more competent. 


The business of this country is war. Business not 
directly necessary to war must be, at least, incidental to 
it. It is no time to consider new enterprises. However 
profitable one may appear, unless its immediate purpose 
is to increase the chance of success in war, it had better 
be postponed. We need no new and untried methods in 
either business or banking. The matter of first importance 
is that bankers should have their institutions fully equipped 
and ready to meet extraordinary as well as ordinary de- 
mands upon them. 


The banks are obligated not only to look after the 
commercial needs of their customers, but also to assist 
them to a full participation in all government loans. In 
the last analysis, it is only through the banks that bond 
issues can be successfully placed. The banks have, there- 
fore, to bear this new responsibility in addition to all the 
others. 

Soon after the declaration of war, the following 
proclamation was printed in the JOURNAL of the Associa- 
tion, over My signature. 
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KEEP POWDER DRY 


Patriotism is the common heritage. It is a truism 
that the people are devoted to their country and to its 
success in any undertaking. Bankers, by spoken word and 
concrete act, have shown their patriotism. They are ready 
to contribute of their resourcés, their energy and their 
experience to the common cause. 

But the great emergency the country now faces de- 
mands much more than the promise of sacrifice. Wisdom 
is needed as well as courage. In every community bankers 
share in business leadership. Their counsel is sought by 
thousands. More than on those engaged in other lines of 
endeavor is it incumbent upon them to guide public 
thought, support public confidence, prevent public error 
and hold the people to ways of sound thinking and whole- 
some living. 

In everything that pertains to business economy, pru- 
dence in enterprise and wise and efficient management, 
the banker owes a new and stricter duty to himself and 
the country. He must keep his bank liquid and his funds 
free, and he must do it without diminution of accommoda- 
tion to his customers. Speculative ventures must be dis- 
couraged and productive enterprise must be nourished. It 
is well always to consider the effect of each banking opera- 
tion on the general condition. 

The members of the American Bankers Association 
have been put to many tests. No previous demand on them 
measures up to the one now made. On proper financing 
and good management depend success. The nation has the 
resources. It is necessary only to use them wisely and 
efficiently. 


KEEP YouR HEADS CLEAR AND YOUR POWDER DRY 


Every word of that statement is still good, as ap- 
plicable now as last May. The liberal extension of credit 
for all constructive enterprises is absolutely essential. For 
the banker to withhold credit, when the credit is to be 
used in production, is near treason; it is giving aid and 
comfort to the enemy; it is impairing the chance of suc- 
cess in war. The extension of credit for the sake of profit 
or for speculative purposes is almost as vicious as its 
refusal for productive enterprise. Feeding a speculative 
fever cannot fail to have an after-war effect; the trouble 
sure to follow might leave its tracks for a century. I do 
not wish to prophesy. Just what may happen after the 
war no man knows; but we do know that if we follow sane 
rules, if we keep our banks clean and liquid now, the 
inevitable after-the-war effects will be more easily handled. 

Let us have no misunderstanding as to what liquidity 
now means. In these days it means something more than 
quick assets. It means the possession of a good proportion 
of paper eligible for rediscount at the Federal reserve bank, 
both by member and by non-member banks. No bank 
should hesitate to have recourse to the rediscount privilege. 
Reliance must be placed on the reserve banks. They are 
there to be used. 

Within the year, the bankers of the country have ex- 
tended the range of their operations still farther into for- 
eign lands. More branch banks have been established and 
the progress made brings the assurance that the develop- 
ment of our foreign trade will not be handicapped by lack 
of banking facilities. 

In this connection, it is pertinent that I refer to the 
plan of the International High Commission to stabilize 
exchange in Pan-American Commerce. In addition to its 


comprehensive plans for the reform of administrative regu- 
lations and a uniform commercial law for the Americas, 
the Commission has proposed an international gold clear- 
ance fund, guaranteed by treaty and similar in policy to 
the gold clearance fund of the reserve system. The treaty- 
draft has been submitted to the American governments, 
It provides for'a uniform exchange standard and expresses 
the hope that the contracting governments will adopt a 
gold guarantee system based upon a unit weighing .33 
grams of gold nine-tenths fine. This unit was approved 
at a meeting of the Pan-American Financial Conference as 
a “Pan-American franc,” an international money of ac- 
count for use in this hemisphere. Such a franc would be 
exactly one-fifth of a dollar and not the franc of France. 

I commend to the bankers that they keep in close 
touch with the work which the International High Com- 
mission has set for itself. The Commission has offices in 
the Treasury Building in Washington and detailed informa- 
tion as to its work may be had for the asking. 

Bankers, like other citizens, are keenly interested in 
the conduct of government, and particularly in the unusual 
variations from fixed principles which the war has made 
necessary. Astonishing things have been happening in 
Washington. Conditions have made it imperative that the 
government, both by law and executive authority, assume 
an active participation in business or undertake its control 
and regulation. The fixing of prices as a means of stimu- 
lating production and preventing extortion, the control of 
food supplies to insure economy and fair distribution, the 
direction of transportation and the building and managing 
of ships are all new and strange ventures for this govern- 
ment; all find their justification in war conditions. War 
is a hard master. It permits neither choice of means nor 
delay of action. We may resent these unusual encroach- 
ments of government on private rights, and in this resent- 
ment is protection. It gives the assurance that our 
submission is temporary and the return to normal con- 
ditions will bring with it the surrender of these unusual 
powers. 

Competent management of these new enterprises of 
the government necessitated the commandeering of men of 
training and experience. The people of the country should 
feel proud of the response that business men ef large in- 
terests have made. None has been backward. Partisan- 
ship has had no place. Impelled by a desire to serve the 
nation, these men turned themselves over to the President 
for orders and went to work. So fine has been the conduct 
of those called that it is almost uncomplimentary to say it 
is no more than every man’s duty to relinquish his private 
affairs and give himself to the government, but it is with 
pride and gratification, nevertheless, that we survey the 
situation. 

The officers of the government, on whom rests direct 
responsibility, have worked constantly with these great 
specialists in business. The contact between them and the 
relations between two groups of men, often antagonistic, 
are bound to react for the enlightenment of both. From 
the business man, the government has learned much about 
business, on which legislation and regulation exert such an 
influence. From the officers of the government, the busi- 
ness men will get new ideas of the trials and difficulties 
which beset the chosen servants of the people. The two 
should work together, as they are now working together, 
continuously hereafter. 

Out of this new understanding, I feel that great 
benefits will come—a feeling of greater tolerance and more 
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sympathy toward business and a better understanding by 
business men of the views of those who think we have not 
yet attained perfection in our commercial methods and 
ideals. 

The railroads were the first of all the great economic 
forces to organize themselves for the service of war. They 
readjusted their schedules, forgot profit and turned them- 
selves to the great task of maintaining transportation and 
insuring the distribution of commodities whose quantity 
was unprecedented. 

The railroads have been most patriotic, but it seems 
to me that the real lesson is found in the lack of railroad 
facilities, in the failure to have a reserve which would 
permit the railroads to meet the emergency. Despite the 
great efforts of the masters of transportation, the greatest 
difficulty is found in moving commodities. The long cam- 
paign of repression is bearing bitter fruit. The situation 
bespeaks the need of justice for the railroads, of fair rates, 
of liberal treatment and of the summary discontinuance of 
persecution. 

The conduct of the people of the country has been 
exactly what we would expect. On them, on the home, 
falls the great burden. It is in the hearts of the people 
that we must look for the final assurance of success in 
every venture, and in their hearts now we find the con- 
fidence of victory. The people must supply the soldiers, 


GOVERNOR STRONG’S ADDRESS 


Benjamin Strong, Governor of the Federal Reserve 
Bank of New York, spoke in detail about the machinery of 
the Liberty Loan. He said: 


The general character of the financial organization 
needed for the work had been determined by statutes 
already enacted before our entrance into the war. Con- 
gress had for many years provided by law that govern- 
ment bonds should be sold by popular subscription without 
deduction of bankers’ commissions, and in December,.1913, 


when the Federal Reserve Act became law, the Secretary ~ 


of the Treasury was authorized to appoint the Federal 
reserve banks to act as the government’s fiscal agents. 
These two brief paragraphs in our statutes, supplemented 
by the patriotism and energy of American bankers and 
their aids, are all that was required to lay the foundation 
for an organization which, I believe, can be relied upon 
to furnish credit at a minimum cost just as rapidly as the 
government can raise armies and the country can produce 
supplies. 

It is stated that there were 4,000,000 subscribers to 
the loan. I believe this underestimates the actual num- 
ber of subscribers by at least 25 per cent. In the Second 
Federal Reserve District we have delivered 1,931,666 full- 
paid interim certificates which in number equals about 14 
per cent. of the population of the district. If less than 
one-half of this proportion prevails throughout the country, 
it would indicate at least 5,000,000 subscribers—a response 
which makes this first war loan an achievement of 
the first rank in government finance. The record in the 
City of Rochester indicates what is possible in the whole 
country. I am told that with their population of about 
250,000 people they had no less than 61,000 subscribers. 
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support the charities, maintain the Red Cross, do the sav- 
ing, furnish the labor and pay the bills. The army and 
navy are filled with volunteers, the draft of men was 
accepted without trouble, the training camps for those 
ambitious to lead overflowed. The first Liberty Loan was 
oversubscribed. Lawns were turned into gardens. Pro- 
duction has been greatly increased. The boys are drilling. 
The girls are knitting. Everything is as it should be with 
the people. They look with patience and hope to the 
leaders who will devise the ways and provide the means to 
secure the return of peace. 

Peace seems a long way off, but whether it comes this 
year or next, or years hence, it will be unworthy the name 
if it is not the peace of victory. To the victory we desire 
and are going to have, we need not look with a blush of 
shame. We desire no conquests of land or men. Now, as 
in the past, we seek only freedom for those enslaved and 
more freedom for ourselves—the right to go unmolested 
where commerce leads us, where we may exchange what 
we have for what we want; the right to gain knowledge 
from others and implant in the hearts of men the desire 
for virtue, truth and righteousness. Our consciences are 
clear and our duty is plain. Each one must do the best 
that is in him in whatever position he is placed. To the 
home we owe devotion, to the country, loyalty; to ourselves 
adherence to the ideals of the Republic. We cannot fail. 


Such a response by the whole country would produce 
25,000,000 subscribers for a government loan. 

Such complaint as has arisen regarding deliveries of 
bonds fails to take into account the enormous physical labor 
involved. The requisitions for bonds by the reserve banks 
called for a total of 8,782,000 pieces, which would require 
20,000,000 sheets of paper weighing 237%4 tons. In the 
Second District we have handled 4,005,657 pieces in issuing 
interim certificates alone. 

The actual machinery for selling the government’s 
bonds, keeping proper records of their issue and making 
deliveries is not, however, the most important part of the 
government’s financial operations. Of much greater im- 
portance is the problem of so arranging this huge financial 
operation that it may be conducted without disturbance 
to money markets and, consequently, causing a disorganiza- 
tion of business. Of this, I should like to speak particu- 
larly from the standpoint of the Federal Reserve Bank of 
New York and of the New York money market. 

New York is the country’s central money market. 
From it radiate the principal currents of credit, so that 
an accurate view of the New York position is illuminating 

s to the whole country. 

Were I asked to state in the fewest words the functions 
of the reserve system in relation to government financing, 
I would say that the reserve banks keep the books of bank 
reserves and of government credits for the entire country. 
In a banking sense, they run the general ledger. Present 
conditions afford the first opportunity for you to judge 
whether they do it well or not, and it is desirable that you 
should have the facts so that you may judge in this 
matter, because the confidence that is based upon under- 
standing of, and belief in, our banking system at this 
time is essential to success—without it we shall fail- 
with it, we must succeed. 


| 
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The amount of banking accommodation required in 
any well-organized country may be said roughly to corre- 
spond to the volume of the country’s business. As busi- 
ness increases, bank loans and deposits increase in some- 
what like proportion. As business declines, liquidation 
takes place, bank loans and deposits go down and the 
proportion of reserve to deposits increases. As an illus- 
teation of this formula, take our own experience in the 
past few years. When the war broke out, after a short 
period of disturbed business, we were flooded with war 
orders, and at the same time flooded with gold. Business 
became increasingly active. Bank deposits and loans in- 
creased along with a rapid increase in our gold reserves. 
The production of our mills had to be speeded up to meet 
these increasing demands, so at the same time, the circula- 
tion of credit had to be speeded up to finance the increased 
trade. Now our government has entered the war, and is 
making further demands upon our productive capacity. 
The volume of these demands may be gauged—roughly, it 
is true, but still with a fundamental accuracy—by the 
amount of the borrowings and increased tax collections of 
the government, and we must again speed up the machine 
of credit to keep pace with the machinery of production. 
The reserve banks form the center or hub of this credit 
machine, and I will briefly describe how the conduct of 
their operations is actually accelerated when the pressure 
is applied. 

When the government makes an offering of securities, 
whether of long-term bonds or short-term notes, the banks 
of the country immediately realize that their customers or 
clients will subscribe to the offering, and that they (the 
banks) will be called upon to make the payment on the 
subscriptions in their respective localities. Banks located 
outside of New York City, practically all of which have 
money on deposit there, prepare for this by drawing on 
their New York balances or calling in their New York 
loans, and withdrawing these credit balances to the 
interior. As a rule, they do not take cash, but take credit 
on the books of the reserve bank of their district or of 
their local reserve agent. This is the first spin of the 
wheel. The Federal Reserve Bank of New York receives 
from the other eleven reserve banks a vast sum of New 
York exchange for collection and remittance in advance of 
each loan being placed. It must settle with the other 
reserve banks every Thursday through the Gold Settle- 
ment Fund maintained in Washington. This results in 
a pull on the reserve of all the banks in New York City. 
The checks we collect from them reduce their reserve 
balances at the Federal Reserve Bank of New York and 
cause the wide fluctuation in excess reserves shown by the 
New York Clearing House statement. To meet this drain 
the member banks in New York come to the Federal 
reserve bank and borrow money in one form or another. 
Sometimes other means can also be employed to recoup 
their reserves. For example, at the time of the last loan, 
the Federal Reserve Bank of New York purchased from 
the British Government $120,000,000 of gold in a period 
of two weeks, and in addition received payment in gold 
‘of certain international obligations amounting to over 
$50,000,000 which matured on June 20. All of this gold 
came to the Federal Reserve Bank of New York, but was 
for the credit of a large number of New York banking 
institutions. Their reserves were immediately built up 
and, to that extent, the drain was offset. 

A further means of relieving the loss is to offset it by 
transfers of government deposits from those sections of 
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the country which have drawn so heavily on New York 
that their own reserves have been increased to an amount 
unnecessarily large. These transfers are accomplished by 
telegraph through the Gold Settlement Fund, and start 
currents flowing in the opposite direction, so that the 
movements between New York and each of the other 
Federal reserve districts largely offset each other, leaving 
only net amounts. to be transferred. 

Still another method has been provided for achieving 
the desired result with a minimum of delay. Every Fed- 
eral reserve bank has adopted a resolution authorizing 
its oflicers to rediscount its portfolio with any other Fed- 
eral reserve bank. This procedure is authorized by Section 
11 of the Reserve Act, which gives the Federal Reserve 
Board, upon the affirmative vote of five members, the 
power to require such rediscounts, and authorizes the 
reserve board to fix the rates. At first this appears to be 
in the nature of a borrowing operation, but in point of 
fact, it is really not so‘at all. The Federal reserve bank, 
in this case, New York, which loses its reserves through 
the Gold Settlement Fund, is usually simply paying out to 
the other reserve banks the reserve money which has been 
deposited with it by its own member banks whose accounts 
are depleted by these drafts from the interior. The 
reserve accounts of the members in New York are re- 
stored by the New York bank rediscounting their paper. 
If any considerable amount of reserves is moved to the 
other reserve banks and the amount of these discounts 
becomes sufficient to impair the reserve position of the 
Federal Reserve Bank of New York, then it can simply 
turn over its portfolio in part to those reserve banks which 
are correspondingly strengthened. Expressed differently, 
instead of settling balances through the Gold Settlement 
Fund with gold, we would in that case settle our debit bal- 
ances by the use of paper out of our portfolio, apportion- 
ing it with due regard to the reserve position of each of 
the other reserve banks. This plan for speedy and almost 
automatic transfers of credit has not yet been put into 
operation, though in the future it may become a resource 
of vast strength. 


This explanation seems necessary to make clear that 
the normal function of the reserve system expressly 
authorized by the statute and very wisely provided with 
regard to just such a situation is simply being exercised 
for the benefit of the member banks as a whole. The 
statute provides for the co-operative use of reserves and 
credit facilities of the twelve reserve banks in time of 
emergency so that their combined strength may be as 
effective as though they were one bank instead of twelve. 


To return to our chronology: The next step in these 
financial operations, after the subscriptions are closed, 
is their actual payment into the reserve banks by the 
banking institutions of the country. "The preliminary 
readjustment of credit to enable them to do so, you will 
observe, has already taken place. The payments as made 
are credited to the government on the books of the 
reserve banks, in some cases actually, in other cases only 
constructively. Where actual payments are made, the 
reserve banks, acting as fiscal agents of the govern- 
ment, at once redeposit these payments with the national 
and state banks where they originate. Where the pay- 
ment is constructive, it simply means that the bank 
originally subscribing (either for itself or its customers) 
for the government securities, instead of making a remit- 
tance to its reserve bank, merely credits the government 
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on its books with the amount to be remitted, having 
previously furnished the government with collateral. 

At this stage the government has hundreds, and pos- 
sibly thousands, of accounts on the books of banks 
throughout the country. It is now in position to make 
disbursements either for its own purchase or for loans 
to the allied nations. But as these payments must prin- 
cipally be made in New York at the present time, it 
becomes necessary for the reserve banks gradually to 
withdraw these deposits and shift them through the Gold 
Settlement Fund to New York. Then a new set of 
entries must be made in what we may call the general 
ledger. The deposits in other districts are drawn down 
and remitted to New York through the Gold Settlement 
Fund. As this may reduce the reserves of the banks that 
held the government deposits throughout the country, the 
reserve banks of those districts must stand prepared to 
discount paper for them to the extent necessary to make 
good the reduced reserves. This was done in a small way 
when the last loan was placed, and is being done to some 
extent, although very moderately, today as a result of 
‘withdrawals of deposits now arising from sales of cer- 
tificates of indebtedness. 

As these funds are withdrawn to New York from 
the interior reserve banks they are immediately dis- 
bursed by the government in New York and increase the 
deposits and reserves of the New York banks generally. 
The New York banks can then repay the advances which 
they have received from the Federal Reserve Bank of 
New York which builds up its reserve. It can then in 
turn repay to other reserve banks any paper which it 
previously might have delivered to them if rediscount 
transactions had taken place between reserve banks. 
Gradually the whole set of entries arising from the pre- 
liminary withdrawals from New York will have been 
reversed and cancelled as a result of the ultimate dis- 
bursements of the government. The reserve banks have 
stepped into the breach simply to make some temporary 
advances. They have provided the machinery to move a 
great mass of credits rapidly from one part of the 
country to another and back again. In a sense, the 
placing of these huge government loans is like moving a 
crop. When we have a large crop, the credit machinery 
must move faster. These large government borrowings 
make it necessary to speed up the credit machine, and 
that is exactly what the reserve system is doing. 

The figures of the Gold Settlement Fund illustrate 
what is being done: 


Gross Clearings, 3 months, ending June 
6 


Gross Clearings, 8 months, ending June 
SO; ne ce ees $5,101,317,000 
Balances Paid: 1916 1917 
42,994,000 219,263,000 


But I think I am correct in assuming that you are 
more interested in a still later stage of this operation. 
It appears as though at this point the ultimate effect of 
subscriptions to government loans, the withdrawal of 
their proceeds to New York and their disbursement: in 
New York by the government, has resulted in a per- 
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manent loss of deposits and consequently of reserves by 
the banks of the interior. The fears many bankers have 
expressed to me on this score would in some sections 
appear superficially to be well grounded, but the effect 
will not be permanent. If it were so, that section of the 
country which suffered a permanent loss of deposits 
would suffer permanently a corresponding contraction of 
savings realized from its productive capacity whether it 
was in manufactured goods, food stuffs, the products of 
mines or of forests, or what not. This great credit fund 
being expended by the government, with the exception 
of the pay of soldiers abroad and of negligible purchases 
abroad, is being expended in this country in the purchase 
of materials of great variety, and the amounts loaned to 


our allies are almost entirely being spent here as well. 
It means that in all sections of the country these credits 
must inevitably move back to their points of origin, 
directly or indirectly through government purchases. New 
ships, oil and coal, and products of mills, mines and 
forests in every part of the country now go to the govern- 
ment and each pulls back a share of this great fund. 
Even those sections which do not directly receive govern- 
ment contracts indirectly receive the benefit. Purchases 
of materials of various kinds in one part of the country 
either develop demands for raw materials or create a 
vacuum of goods which must be supplied or replaced 
from other sections. The intricate commerce of the 
country is so interwoven that it is difficult to exactly 
trace these movements, but the result is inevitable, and in 
those sections where this movement does not reach, it 
means that production and saving have been arrested, 
since the amount subscribed in any locality for loans to 
the government is measured by the amount which that 
locality saves out of the profits on what it produces. 

It must be admitted that our agricultural products, 
which are one of the chief instrumentalities for bring- 
ing about this readjustment, are in the main marketed at 
one short season of the year. In the interval, with- 
drawals of bank credit from those sections of the country 
will leave a vacuum somewhat longer than in manufac- 
turing sections where production and marketing are con- 
tinuous the year around. But when crops are moved 
and paid for this credit will move back inevitably to the 
agricultural sections so long as profitable crops are pro- 
duced there. 

I refer to this particularly and emphatically because 
of the fears which some bankers entertain which might 
induce them to withhold their best efforts from assisting 
the government in placing the next loan. The last word 
of assurance on that point very properly must come from 
the reserve banks, for during the interval between the 
marketing of one harvest and the next, when banks in the 
agricultural sections must both finance the farmers and 
assist in financing the government, reserves must be 
bridged by reasonable accommodation at the reserve 
banks. That is what the reserve banks are for. They 
expect to be used, and no time like the present will ever 
arise in our history when this use of our new banking 
system will be so important to every citizen. 

Speaking of these matters from the standpoint of 
the reserve banks themselves, I fear you may have heard 
careless discussion of their possible intention to attempt 
arbitrary control of these money matters. Only one kind 
of control is required, and that is self-control. The re- 
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serve banks should not be expected to tie up their reserves 
in permanent financing for the government or anybody 
else. Their function is to make these temporary loans 
during periods of strain, whether occasioned by war and 
gcvernment financing, by domestic difficulties, or by any 
other cause. The exercise of self-control in these mat- 
ters means that the reserve banks will see to it that the 
expansion which they afford to our banking system is 
that temporary expansion which is represented by a port- 
folio containing self-liquidating bills and loans which 
mature within a reasonably short time and which Con- 
gress has wisely fixed at ninety days and no longer. 

I think I may use the experience of the Federal Re- 
serve Bank of New York to illustrate this point. On the 
first of June, the discounts and loans of that bank, all 
maturing within ninety days, amounted to $37,000,009, 
and its investments, which included $20,000,000 of short- 
term certificates of the government, amounted to $29,- 
000,060. At about that time the interior drafts which I 
have mentioned began to come in, and during the month 
of June we were obliged to settle debit balances to the 
interior reserve banks aggregating about $550,000,000. 
During that short period our discounts rose from $37,- 
900,000 on June 1 to $252,000,000 on June 19. Of this 
$252,000,000 of discounts 

$173,000,000 matured within fifteen days, 

$19,000,000 matured within thirty days, 

$29,000,000 matured within sixty days, and 

$31,000,000 matured within ninety days. 

By August 15, our discounts had been reduced to 


$62,000,000 without any increase in rates being employed 


to force the reduction. In other words, in two months 
we liquidated $190,000,000 of paper taken from member 
banks with practically no disturbance to the money 
market. On September 19, our total discounts amounted 
to $87,000,000 of which 

$29,000,000 matured within fifteen days, 

$17,000,000 matured within thirty days, 

$20,000,000 matured within sixty days, 

$21,000,000 matured within ninety days. 

Our investments totaled $8,900,000, of which only 
$1,300,000 consisted of long-time bonds of the govern- 
ment, purchased under statutory provisions of the Act, 
and $2,600,000 short-term U. S. Treasury certificates of 
indebtedness. 

With this liquidation automatically accomplished it 
leaves us on September 19 with $658,000,000 of reserve, 
practically all gold, being 89 per cent. of our net deposit 
and note liabilities. The whole reserve system on Sep- 
tember 14 held $1,415,000,000 of cash, practically all gold, 
as reserve against the liabilities of the whole system. 
With this magnificent foundation upon which to rest our 
government’s banking transactions, how can things go 
wrong? There is no occasion for timidity on the part of 
our bankers in putting the full weight of their influence, 
their energies and their resources behind the government 
in the conduct of the war. 

I am convinced that the only important weakness in 
our financial organization is the lack of state bank mem- 
bership in the federal reserve system. One-half of our 
financial army is equipped with modern machinery by 
membership in the system. The*other half, equally 
patriotic, is ineffectively armed. You will recall the 
disastrous results to the Russian armies in the early 
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days of the war when large numbers were sent to the 
front without arms and ammunition. Don’t let us fail 
of our duty for lack of the strength we can only enjoy 
if we are united. It may indeed rest with you state bank 
men to determine what shall happen to our boys—and 
they must come home victorious. 


REYNOLDS FOR REDISCOUNTS 


George M. Reynolds of Chicago first discussed briefly 
what had been done by bankers to meet the crisis of 
August, 1914, and then made an urgent plea for the 
more liberal use of the rediscount facilities of the Fed- 
eral reserve system. He said in part: 

When we are ill physically we go to a physician, but 
when business is sick, the man goes to the banker; and 
I want to tell you that there have been many times 
during the last three years and much of the time I may 
say during which the bankers of this country have had 
their fingers upon the pulse of business; take the closing 
of the Stock Exchange of New York a day or two before 
the declaration of war in Europe. What was the effect? 
Why, we were startled beyond measure. Where did the 
burden then fall principally? It fell upon the bankers 
of this country; bankers who had hundreds of millions 
of dollars of securities as collateral. What did the bank- 
ers do? They did not compel the sacrifice of the value 
of those securities. They did not sell out their friends 
at inconspicuous prices, causing great losses to them— 
not by any means. They got over the burden put upon 
them, and they carried that situation through until organ- 
ization and co-operation later on created a market to a 
certain extent, even though the Stock Exchange was not 
open, and they carried it still further until the Stock 
Exchange was finally opened. That was a big problem 
that the bankers had to contend with. 

The second great problem was the raising of hun- 
dreds of millions of dollars of gold funds. What for? 
To assure the ability of our friends in New York to meet 
the obligations of this country abroad, which were then 
due, and would be due within the next ninety days or 
four months. There were several hundred million of 
dollars of obligations due, and soon to become due, and 
in their extremity in England and France and other 
countries abroad, where we were debtors, they needed 
their money and they put some pressure on us at the 
start, and this gold fund was raised at that time when 
people were disturbed, when confidence was unsettled, 
and we were confronted with the necessity of issuing 
Clearing House certificates in some of the largest centers 
pending the time that we could get a supply of the 
Aldrich-Vreeland notes. The mere knowledge on the part 
of European creditors of America that one hundred mil- 


‘lions of dollars of gold was at the disposal of this Com- 


mittee in New York enabled them to cope with that seri- 
ous situation, and it was a serious one, for you will 
remember the exchange, particularly the telegraphic ex- 
change, ran from 4.80—6.—7—5.25. They met the situ- 
ation with the use, if I remember correctly, of only 10 
per cent. of that amount of gold raised; but, however, 
the bankers of the country had obligated themselves to 
furnish the full one hundred million. Following that, 
we were asked to obligate ourselves to another fund of 
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one hundred million dollars, known as the Cotton Fund. 
Now, as I understand it, not a single loan was really 
made under that fund, yet we are assured as bankers 
that the mere fact that a subscription had been made to 
it, enabled them to dispose of the cotton situation in a 
satisfactory manner. 

Following that we have had many things that have 
done more service to business and business men gener- 
ally, because whatever affects the bankers, so far as 
public confidence is concerned, affects the whole country. 

Mr. Strong has pointed out very distinctly and 
clearly how the Federal reserve banks are going to be 
able to finance the people of this country in all of those 
war problems. I have not the slightest fear of our abil- 
ity to finance this new loan, and I want Mr. Strong to 
understand that there is not going to be the slightest 


doubt about the bankers doing everything they can to. 


make it a success (applause). We are not an eleemosy- 
nary institution, and as I said before, primarily we are 
organized for the sake of profit, but we are engaged in a 
problem now that is of vastly more importance to all of 
us than is the question of profit or loss. It is a strange 
thing that in this country, with the large expenditures 
which Congress is providing for, that I have not heard a 
single business man criticize the amount. Everybody 
seems to feel that it is his bounden duty to do all he can 
to support President Wilson and the Administration in 
winning the war along the lines that they have started 
out. 

Now, I am sure that the bankers of this country 
realize that it is just as necessary to have these new 
bonds floated and floated successfully, as it is for them 
to keep their banks open, and I am sure that they are 
going to do their part toward it. I feel in these days that 
all questions of partizanship should be questions of 
opinion only; that we ought not to allow anything aside 
from the main chance to stand in our way in the accom- 
plishment of those things which we have undertaken. 

I think that the Federal reserve system will be a 
reservoir to which we can go and replenish our re- 
serves in a manner to enable us to meet every legitimate 
demand; and when I say the demand is a legitimate 
demand, I mean legitimate because it is unreasonable for 
anybody to expect bankers to extend credit to them, or 
be helpful along lines’ which are speculative, or which 
smell of over-expansion, and I am sure that the bankers 
of this country are going to see to it that speculation and 
over-expansion is not a part of the game at this time. 

Now, I have been going up and down the country 
for several years preaching to the bankers that the re- 
discounting function was a perfectly legitimate one under 
proper conditions; by which I mean that when the neces- 
sity of a community in which a bank is located is for that 
community to have more money than the bank furnishes, 
it is perfectly proper for them to rediscount with their 
correspondents wherever they can get the best service. 

I do not mean by that, that I believe that because you 
could loan more money than you have, it was a proper 
thing to rediscount and carry out continuously, because 
I don’t. But I have said that even under the old law, I 
believe that the bankers hampered their activities and 
retarded their growth and development, and impaired the 
efficiency of business in their respective communities, 
because they were afraid to show a rediscount. We have 
fot to get that out of our system if we are going to 


meet this condition with which we are confronted. Let 
me tell you the best thing about the Federal reserve bank, 
if you are not satisfied with it—it is to horrow money 
from it and uphold your own business in your own com- 
munity by so doing—that is the best way to beat it. I 
propose to rediscount whenever it is to the interest of 
my institution to do so, and whenever the necessities of 
my customers require it, provided I can induce the 
officers of the Federal reserve bank to believe the security 
is satisfactory. I know how this question of the fear of 
showing rediscounts has grown up, because I am in a 
center where I know how you can go round the corner 
and come in the back door. I feel that I do not need to 
stand here lecturing you people about how to borrow 
money, because I know that when you need it, you go and 
get it, even if you don’t show it in your statements. I 
am only saying to you in a very frank way that I think 
the time is coming for us to cast aside that fallacy and 
false notion, and come out in the open and do what is 
necessary. 

I am almost inclined to believe that in these times, 
if the man who heretofore has been afraid to rediscount, 
and afraid to show it in his statement, will go to the 
Federal Reserve Board, he will make an honorable record 
for patriotism in the discharge of his duty and in rela- 
tion to the business men of his own community. 


LORD NORTHCLIFFE 


Lord Northcliffe’s address was not long, nor did it 
savor of the oratorical. It was rather as one man speak- 
ing to another about some dreadful experience in phrases 
of simple character, but still conveying a warning. He 
stated in a matter-of-fact way that Great Britain had 
scattered over the vast theater of war 7,500,000 men, and 
that she was spending $35,000,000 a day. He told of the 
great harm that had been done at the beginning of the 
war by the slogan, “Business as Usual.” 

“Money was plentiful,” he said. “Working men who 
had hardly ever ridden in an automobile owned them. 
We did not realize that for the successful conduct of war 
thrift and saving was absolutely essential. We did not 
realize that we must conserve every ounce of energy and 
every available product in order to accomplish the defeat 
of the enemy. We did not realize that most of the busi- 
ness of the ordinary peaceful life can be adapted to the 
purpose of winning the war and bringing again freedom 
to the world. In my own profession, which, as Mr. 
Goebel told you, is largely that of the production of news- 
papers, we had no idea of thrift. In the beginning of the 
war in 1914 our newspapers stood very much where your 
newspapers stand today. I am not revealing any great 
secret of the profession to which I belong when I say that 
it is a fantastic belief among the owners of newspapers 
that the larger the paper the greater its success. The 
wasteful consumption of paper means a reduction of 
power, of raw material, and of labor that could be utilized 
for the purposes of the war. Personally I believe that 
the immense saving we have effected in the newspapers 
in Great Britain has been of as much benefit to the war 
as‘the generals themselves. 

“We know that every French woman, every French- 
man, has shown an example to the world in self-sacrifice, 
in patience and in thrift. It is quite easy for people like 
those in Great Britain and in the United States to advise 
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people in their midst. The French have need of no such 
advice; they have very few laws relating to economy; they 
have no food tickets as they have in many of the neutral 
countries today, but they have automatically adapted 
themselves to the conditions of war. You may ask me, 


are they weary of war? Well, the whole world, where the ~ 


war is, is weary of it. That does not mean that there is 
any intention though of giving up one single effort to 
bring the war to a successful conclusion. (Applause.) 

“I know that it is the opinion of many millions of 
people in the world that this war may suddenly collapse. 
If you look around you will see that this great earth shake 
has been planned and designed not only in Europe, but all 
over the world for years with a completeness that were 
it put to a better purpose would be wholly admirable. You 
may have noticed that Argentine is restless; you may 


have noticed that a word from Berlin can tie up the rail- _ 


roads and the factories and the telegraph lines of that 
country, and you know that we have had strikes in Great 
Britain, and that you have had strikes here in the United 
States; we have had rebellions in the Northwest coun- 
tries and in India. The Germans have worked as Mo- 
hammedans in Turkey and as Protestants in Holland. 
Everywhere they have carefully implanted their propa- 
ganda and have settled their agents. That is not the 
work of a few months or even of a few years. It is care- 
ful preparation that has been going on for at least twenty- 
five years, and I for one do not believe that all the forces 
of civilization are going to be able to extinguish this 
conflagration for a very long period. 

“T remember the first time after the war began when 
I saw the real signs of German preparedness. It was when 
the Germans were retreating from Paris and left behind 
them a lot of apparatus and war material. Then it was 
that one could realize that the Germans had with them 
machines that must have been in preparation for years 
for the demolition of houses, for the quick burning of 
buildings and for the poisoning of wells. They showed 
the most careful preparation. I myself remember seeing 
a dead German soldier with a bag around his waist. The 
bag was opened and found to contain small pieces of 
celluloid that were used to throw into buildings that were 
on fire for the purpose of increasing the force of the 
flames. All these things had been made months before. 
Indeed, it is well known that on many German bullets 
there was the date mark of ten years previous. 

“This war is not one war. It is a series of wars. 
There was the war between the Austrians and the Ger- 
mans; there was the war between the Dutch of South 
Africa, with whom Great Britain was fighting seventeen 
years ago, but who are fighting for Great Britain today; 
the war for German Southwest Africa; there is a war for 
the relief of Belgium; a war for the elimination of the Ger- 
mans from Poland; a war for the recovery of the lost 
provinces of Italy. It is a war with a great many motives 
behind it. Italy’s war is her own war—the war of Italy 
against Austria. Now, the idea that one single defeat of 
the Germans will stop all these wars, is, in my humble 
opinion, preposterous. I think also that those who try to 
delude themselves into the belief that we have a short war 
before us exaggerate the physical sufferings of Germany. 
I have been to the front many times. I have talked with 
a great many German prisoners. Of course, they vary in 
appearance, but they have sufficient food, and excellent 
food in Germany. The Austrian soldiers are not nearly 
so well fed as the Prussians. And we all know that the mis- 


fortune in Russia has had two effects. That it has 
strengthened the enemy in that part of the line and it 
has served to help to provide the enemy with provisions, 
I know it is much more pleasant to try and make people 
happy by telling them that the war will be over by Christ- 
mas, or at any rate by Easter. We have had three years of 
those prophecies in England. Indeed, there were people 
there who thought the war would be over in six weeks, 
I shall believe in the prospect of peace when I find that 
the Germans have released some of the Belgians whom 
they have enslaved and some of the French women that 
they have dragged into captivity and worse. They are 
doing nothing of the kind. They are following the most 
ancient device in history: they are talking about peace 
and making war. 

“When I think of all the sad things that I have wit- 
nessed in the last three years I have this one consola- 
tion: That after all, as your chairman said today, the 
war is bringing the Allied peoples together. We have all 
learned many things about France which we did not 
know and we are all proud of France. (Applause.) We 
have seen what a small nation—the six millions of Bel- 
gians that are still living under the heel of Prussia— 
we have seen with what dignity they can stand the 
presence of the oppressor. We have seen that Italy, goaded 
for years by Austria, has decided to throw off the chains 
that have been placed around her enterprise and her free- 
dom for the last ten years. And we have seen here in 
the United States a peaceful people like your people and 
our people have been aroused to the fact that it is essen-- 
tial for the world’s happiness that the state of tyranny 
imposed by Prussia shall not be further extended.” (Ap- 
plause.) 


DR. BUTLER’S BOMB 


Like the explosion of the bomb after the fuse has 
been ignited, came the speech of Dr. Nicholas Murray 
Butler, president of Columbia University, immediately 
after that of Lord Northcliffe. Dr. Butler had not been 
speaking more than two or three minutes before he 
electrified his audience with this statement: 

“We are fighting this war in two places; we are re- 
pelling attack upon the American people and American 
institutions of two kinds. We are fighting it across the 
sea, and we are fighting it here where evil-minded sedi- 
tion, conspiracy, cowardice and treason exists. (Ap- 
plause.) Mr. President, our soldiers can fight a soldier’s 
enemy, but you and I have got to fight sedition and 
cowardice. Have the American people lost their capacity 
for corporate indignation? There is a provision in the 
Constitution of the United States that either house of 
Congress may by a two-thirds vote expel a member. 
What, sir, are they thinking about, those honorable, 
patriotic men, to sit there and be contaminated by having 
Robert M. LaFollette breathe the same air with them? 
(Applause and cheers and cries of ‘You're right, give it 
to him!’) Have we no courage? Are we so mealy- 
mouthed that we are afraid to make trouble with an object 
like that? (Applause and laughter.) Believe me, gentle- 
men, this is no laughing matter. It is the most solemnly 
serious problem before our people. The other day Charles 
Edward Russell, a distinguished Socialist, who went by 
appointment of the President of the United States on 
the recent mission to Russia, stated in a public place that 
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the Russian downfall was in no small part due to the 
reading by those poor ignorant Russian soldiers of this 
man’s speeches in the Senate and on the hustings as 
evidence that the United States was not united and sin- 
cere in this war. Why, you might just as well put poison 
jn the food of every boy that goes to his transport as to 
permit that man (LaFollette) to talk as he does. (Ap- 
plause.) Tama native son of New Jersey, which has two 
patriotic senators in the Senate, and I call upon them to 
take heed. I am a citizen of New York, which has two 
patriotic senators in the Senate, and I call upon them to 
take up this matter. (Applause.) No single act would 
go so far to shorten this war as that. (Applause.) 
Hundreds of millions of dollars and tens of thousands of 
precious lives are being lost and will be lost because we 
stand supine. 

“Mr. President, I feel stirred from the very depths 
of my heart when I think that there are among our people 
those in high public place who have been trusted by con- 
fiding constituencies who will with their eyes wide open 
betray the government of the United States in this war. 
And do you see the significance of these cooings about 
peace which come from Berlin? Do you recognize their 
significance? They are intended to weaken your effort 
and mine, in the hope that we may stay our hand before 
the new world of which we are in search has been dis- 
covered and organized. Any human being who asks for 
peace short of unconditional surrender is asking us to 
organize for another and still greater war. Peace is not 
an ideal. Peace is a state attendant upon the accomplish- 
ment of an ideal. The ideal is freedom, liberty to satisfy 
human wants and aspirations. Give us those and peace 
is secure. But as it takes two persons to make a quarrel, 
so it takes two persons to make peace. Our Allies can- 
not make peace alone. There must be a willing consent 
to durable peace and its conditions by those against whom 
we are fighting before we can talk about peace above a 
whisper. That will only come when the supreme confi- 
dence of the American people in their arms as an instru- 
ment of policy is destroyed by its overwhelming defeat. 
That is the only road to peace, marked by all the signs 
of direction and distance that human experience records 
and teaches, and beyond it lie perhaps the happy fields 
that we would like to make safe for our children and our 
children’s children! (Applause.) 

“You have seen’a great’storm at sea. You have sat 
upon the deck and have taken note that the barometer 
has gone sharply down, the clouds are beginning to gather, 
that there is a darkening spot on the southeastern horizon 
and an ominous black calm over all the waters. Sud- 
denly the storm bursts—the tempest in all its fury rocks 
the vessel, perhaps to its undoing; it lashes the water 
into mighty waves; it frightens and astounds every 
human being in sight of it, and it leaves a once quiet, 
untroubled sea a mass of broken wreckage. Then the 
water calms again, the sea is safe for the mariner, the 
barometer rises, the skies clear—the storm is past and 
new voyages begin. 

“That, gentlemen, is a symbol of what is going on. 
At this moment the tempest is raging; a great south- 
eastern gale is blowing; the ship is rocking; men are 
anxious, the great waves are arising to engulf anything 
that comes in their path. 

“Oh, Mr. President, and gentlemen, it is for us to 
keep stout hearts, firm faith and strong arm, until that 
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glass rises, until that sky clears, until those waters go 
down, and until we resume under quiet conditions the 
peaceful voyage which the storm broke in upon.” (Pro- 
longed applause.) 


“CIVIC SOLDIERS” 


“Civic Soldiers in the War for Democracy” was the 
title of the inspiring talk given by Carl W. Vrooman, 
Assistant Secretary of Agriculture. He told how 6,000,- 
000 farmers had been mobilized in the furrows and how 
some states had increased their agricultural acreage from 
15 to 50 per cent. And then he said: 

“It is an interesting part of this epoch to consider the 
help that has been given to the farmers by bankers 
throughout the country. It has been my pleasure to have 
spoken in about half the states of the Union since the 
war started, and everywhere that I have inquired into 
the subject I have found a phenomenon which has inter- 
ested me beyond words: The bankers have shown an 
interest in the work of the farmers greater than that 
of any other class of men. And that interest has been 
manifested not in words but in deeds, in action. The 
bankers are co-operating with the farmers cordially, 
actively and in a way that tells; sending out thousands 
of letters from every large center of agriculture; sending 
out agents to line up the bankers in the rural districts 
throughout every state, and, in various districts, sending 
word to the farmers, ‘We will underwrite the actual war 
necessities of all farmers who want to increase their 
agricultural products at less than the commercial rate of 
interest and on less than guilt-edge securities.’ (Ap- 
plause.) They have had also the co-operation of various 
business men and business men organizations in this work, 
and some of the bankers and some of the business men 
have a casualty list to show; some of them have lost 
money in this enterprise, but they are not asking for 
sympathy any more than the farmers are. The bankers 
and the farmers both realize, as does every other class 
in this country, that if this war is going to be won it is 
not going to be by the boys in the trenches alone, the war 
is going to be won with as little loss of life as possible, and 
it has got to be won by an army and a navy—and a navy 
of the air—backed up by the entire industrial organiza- 
tion, the entire agricultural organization and by the entire 
financial organization, and by the women of this country— 
by every atom of material and moral and mental power 
that America has.” (Applause.) 


SECRETARY McADOO 


“Financing the War” was Secretary Wm. G. Me- 
Adoo’s topic. The Secretary prefaced his remarks, how- 
ever, by a detailed statement of the principles of inter- 
national law and honor, in defense of which America had 
entered the war. Proceeding to financial aspects, he said: 

When war comes to a nation the first essential is 
money. We must keep our soldiers and sailors armed and 
equipped with the best that money can buy and American 
skill devise. We must constantly provide them with neces- 
sary clothing and food; we must pay their wages; we must, 
as a humane and just nation, support their dependent 
families while they are risking and giving their very lives 
for us; we must supply them with a reasonable amount 
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of life insurance. We destroy their insurability and con- 
script almost the whole of their earning power when we 
draft them and send them to the front. We can do no 
less than restitute their destroyed insurability and their 
diminished earning power. We must increase, strengthen 
and maintain our navy; we must provide a predominant 
fleet of aeroplanes and air fighters; we must build a great 
merchant fleet, so that our long line of communication 
with our gallant soldiers in France may be maintained 
and our commerce carried across the high seas in defiance 
of the German Kaiser and his submarines; we must succor 
our noble compatriots in arms—the British, the French, 
the Italians, the Belgians and the Russians—by lending 
them money with which they can buy arms and food and 
other supplies in our markets. All these things must be 
done and done quickly. It is upon the Treasury of the 
United States that every demand in time of war focuses, 
because everything goes back to the gold pile. 

The problem is twofold: To supply essential credits 
to the allied governments, because it is vital to the cause 
that their strength and credit shall be sustained; and, 
secondly, to meet our own requirements. 

Roughly speaking, and after allowing for the amount 
of revenue to be raised by taxation for the fiscal year 
ending June 30, 1919, we shall have to raise by additional 
bond issues between $13,000,000,000 and $14,000,000,000. 
It is estimated that $5,000,000,000 will represent addi- 
tional loans to the allied governments, which, in turn, 
will give us their obligations bearing interest. This 


$5,000,000,000 will not, therefore, represent expenditures; 
it will represent loans based upon the good faith and 
honor of these foreign governments—loans which will ulti- 


mately be repaid to the American people. But as we must 
finance these loans, they are an integral part of our general 
financial operations. To raise $13,000,000,000 to $14,000,- 
000,000 on or before the 30th of June, 1918, by the sale 
of bonds in recurring installments seems to some people 
an impossible task. It is a stupendous undertaking, but 
it is not impossible for America. It is not easy, but it can 
be done. Our resources are adequate; our will is perfect; 
our spirit is indomitable! and our success is certain. We 
have only to pull together—bankers, lawyers, doctors, man- 
ufacturers, farmers, wage-earners, laborers, men and 
women alike, Girl Scouts and Boy Scouts, and every other 
class of our people—and we can do the job. Already we 
have demonstrated what a united people can do when 
partizanship is subordinated to patriotism; when love of 
country becomes supreme. I look forward, therefore, with 
confidence to the success of the recurring campaigns we 
must make for the sale of Liberty bonds, and I am com- 
forted by the reflection that the government has the solid 
and unswerving support of the patriotic men who compose 
the American Bankers Association. 

The new bonds bear 4 per cent. interest and are ex- 
empt from all state, municipal and local taxation, except 
estate and inheritance taxes and all Federal taxes except 
super-income taxes, excess-profits taxes and inheritance 
taxes. They are convertible into another issue of bonds, 
if authorized by the Congress, bearing a higher rate of 
interest than 4 per cent. I shall not enter into the details, 
because Treasury circulars and regulations will explain 
them fully. I do desire, however, to advert briefly to the 
taxation feature of these bonds. 

The first Liberty bonds’ bore 3% per cent. interest 
and were exempt also from supertaxes. These bonds did 
not make the widest appeal. To be successful with re- 
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curring issues of Liberty bonds, it is necessary that they 
should appeal to the-masses of the people. In order to 
give the exemption from supertaxes on the first Liberty 
bonds, it was necessary to make the rate of interest cor- 
respondingly low. The returns show that of the 4,000,000 
subscribers to the first Liberty Loan 3,960,000 subscribed 
in amounts of $10,000 and less, The aggregate of such 
subscriptions was approximately $1,300,000,000, or 62% 
per cent. of the first offering. To most of these subscrib- 
ers exemption from the supertaxes was of no value, or 
in any case of little value, whereas to the 40,000 sub- 
scribers who bought large blocks of Liberty bonds the 
exemption from the supertaxes gave an undue advantage. 
In order that they might have this advantage, the small 
holder was obliged to receive a lower rate of interest. It 
was estimated that under the pending House bill the 
exemption from supertaxes would make a 8% per cent, 
Liberty bond in the hands of a man with a large ir :ome 
equivalent to a taxable bond bearing 91-5 per cent. in- 
terest per annum for that part of his income in excess 
of $2,000,000. The inequality of this plan is obvious. 
It sets at naught the principle now firmly grounded in 
our national policy, that graduated taxes shall be laid 
upon wealth in order that the burden of taxation may be 
equitably distributed and made to bear more heavily upon 
the rich than upon the poor. No one now challenges the 
correctness of this principle. It is, therefore, essential 
that government bonds should be issued upon a basis 
which will be equally just to the poor man and the rich 
man, so that each may purchase these bonds upon prac- 
tically the same interest basis after allowing for the- 
different scales of taxation. The present law accom- 
plishes that object. 

It should be borne in mind, however, that if the 
government should continue to exempt from supertaxes 
bonds issued during this war, the time would come when 
there would be created in this country a class of people 
of great wealth, enjoying great incomes wholly free from 
tax burden. A grave risk would be involved in such a 
policy. It would be fraught with great danger to the 
state and would be well calculated to produce discontent 
with tax burdens falling thus heavily on the many to the 
exclusion of the few. 

For the purpose of illustration, let us suppose that 
the war continues so long that $20,000,000,000 of bonds, 
bearing 4 per- cent. interest, should .be outstanding, and 
that they were exempt from all taxation, including super- 
taxation. The interest charge on these bonds would be 
$800,000,000 per annum, almost as much as the entire 
expenses of the government at the outbreak of this war. 
Let us suppose that half, or $400,000,000, represented 
the exemption from supertaxes which was accorded to 
people of great wealth. Bear in mind that I am taking 
arbitrary figures merely for the purpose of illustration. 
This $400,000,000 would have to be raised by taxation 
upon the masses of the people; in other words, they 
would have to be taxed directly in order that the $400,- 
000,000 of tax exemption accorded to the people of great 
wealth who bought the Liberty bonds should be able to 
get them on better terms than the poor man who bought 
them. This is manifestly unfair, because, although the 
total exemption affects more or less the price for which 
the bonds may be sold for the United States, yet no ade- 
quate return can be had for it. We can not sell bonds in 
billions on the basis of what they may be worth to the 
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very rich. They must be offered to all the people alike 
at one price, and should appeal to all alike and upon 
equal terms. The result of selling a bond which bears a 
low rate of interest and carries exemption from grad- 
uated and super-income taxes will be this: The poor and 
the people of modest means will buy them for patriotic 
reasons, but will be unable to hold them, because the 
return is too small. It will be less than they can get 
from banks of deposit or savings banks, and the tendency 
will be all the time for these bonds to be purchased from 
them and accumulated by the very rich without any ade- 
quate consideration moving from them either to the 
United States or to the original subscriber. In these cir- 
cumstances the value of the tax exemption depends not 
upon the bonds themselves, but upon a wholly extraneous 
fact, the extent of the wealth of the holder. 

Much might be said for subjecting the bonds to 
normal income taxes as well as to supertaxes. Practical 
considerations, however, make such a discussion academic. 
If the bonds were not exempt from normal taxes it would 
probably be necessary to offer a higher rate of interest 
than 4 per cent. To do that would involve too sudden an 
adjustment in the markets for other securities to be 
healthy. It is important that the United States, in be- 
coming a great borrower of money, should adjust the 
terms of issues in such a way as to avoid, as far as 
practicable, any break in the general market for secur- 
ities. It is apparent that the reasons I have given, which 
are controlling against exemption from supertaxes, apply, 
if at all, only to a very limited extent to exemption from 
stamp taxes and normal income taxes. These taxes are 
levied upon all wealth at a level rate, and the exemption 
carries approximately equal value to every bondholder, 
rich and poor alike. There is a very natural feeling that 
the holder of a United States bond ought not to be 
harassed by little taxes and returns incidental to its 
ownership. The United States ought to be able to get 
full value for exemption from such normal and stamp 
taxes in the price and interest rate at which it will be 
able to sell its bonds. The bonds will, of course, continue 
to be exempt from all state and local taxes throughout 
the United States. 

If a subsequent series of bonds bearing interest at a 
higher rate than 4 per cent. per annum should be issued 
by the United States before the end of the war, then the 
holders of these bonds will have the privilege, at their 
option, at any time within six months after such issue is 
made, of converting their bonds at par into bonds bear- 
ing the higher rate of interest at the price, not less than 
par, at which the bonds bearing interest at the higher 
rate shall be’ offered for subscription to the public. Of 
course, bonds bearing interest at a higher rate than 4 
per cent. can not be issued without further legislation by 
Congress, and, if such an issue should be authorized, not 
only the interest rate but also the general character of 
the bonds will be determined by Congress or by the Sec- 
retary of the Treasury under the authority of an act of 
Congress; and the holders of the 4 per cent. bonds will 
be entitled, if they wish to do so, to receive bonds of the 
character so determined, except that the bonds issued 
to them, if they exercise the privilege of conversion, will 
have the same date of maturity, the same interest dates, 
and the same date for redemption before maturity as the 
4 per cent. bonds now offered. If this new conversion 
right arises it must be exercised within the period pre- 


scribed by the Secretary of the Treasury or it will come 
to an end. The object of this privilege of conversion is 
to place the investor in 4 per cent. Liberty bonds in a 
position of substantial equality with the purchaser of 
bonds of the next issue at a higher rate, if any be made— 
not to give him a position of superiority from which he 
might pick and choose between various bargains which 
from time to time might be offered by the United States 
during the course of the war. If the new bonds, into 
which conversion is made, carry also a conversion privi- 
lege, then that privilege may be exercised with respect to 
a subsequent issue at the holder’s option. 

These provisions for conversion are substantially de- 
termined by the Act of Congress recently approved by the 
President, and under which the bonds are offered for 
subscription. Of course, this Act of Congress does not 
affect in any way the rights of the holders of the 344 
per cent. Liberty bonds of the first issue. Their rights 
were fixed by the previous act, and by the terms of the 
circular offering these bonds for subscription, and by the 
terms of the bonds themselves. They may convert their 
bonds into new 4 per cent. bonds just like those now being 
offered for subscription, except that the bonds issued upon 
such conversion will have the same maturity of principal 
and interest and redemption date as the old 3% per cent. 
bonds, or they may keep their 3% per cent. bonds if they 
prefer. 

The old law under which the 3% per cent. Liberty 
bonds are issued differs in one respect from the new law 
under which the 4 per cent. bonds are issued. The holders 
of the 3% per cent. bonds, while they must exercise the 
privilege of conversion into the 4 per cent. bonds within 
the period of six months beginning November 15, if they 
desire to exercise it at all, would have the right, if subse- 
quently bonds should be issued at a still higher rate, say 
4% per cent., again for a period of six months beginning 
at the date of the issue of those bonds, to convert their 
bonds into 4% per cent. bonds, even though they had not 
made an intermediate conversion into the 4 per cent. 
bonds. This arrangement, resulting from the language of 
the old law, seemed to Congress and to the Treasury De- 
partment to be rather more than fair to the old bond- 
holders and to carry with it burdens of administration and 
difficulties in connection with the future financing of the 
United States which ought not to be repeated. 

It has been urged upon me that many men of wealth 
will refuse to buy the 4 per cent. bond with liability te 
super-income taxation. I should be loath to believe this; 
but if it is true, the position of the government must 
always be to offer a bond upon terms fair and equitable 
to all alike and which will make the widest possible appeal 
to all the people without regard to the extraneous fact 
that a man may be poor or rich. The government cannot 
finance this war by making an appeal alone to the rich, 
nor to the man of moderate means, nor to the poor. Its 
appeal must be-to all the people, and all the people must 
respond to that appeal and by united effort sustain the 
government in these great credit operations. It has been 
suggested to me that patriotism should play no part in 
the sale of government bonds. I do not concede this, 
although I believe that the American people will buy these 
4 per cent. government bonds on their merits. Patriotism 
is, first, love of country above everything—above life 
itself; second, love of country combined with that vital 
interest in the nation’s welfare and safety which will make 
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secure the material interests of each individual and pro- 
mote his happiness and prosperity. 

The question naturally presents iteslf as to how these 
great operations of the government are to be financed. 
They can be financed only through the united support of 
all the people of the United States. The kind of support 
I mean is that every individual, every partnership, every 
corporation, shall invest not only their available means 
from time to time in government bonds, but that they 
shall make sacrifices of comfort and convenience; that they 
shall economize; that they shall avoid waste; that they 
shall save in every possible direction in order that they 
may increase their available resources for the purpose of 
assisting the government in these prodigious operations 
upon which the national security absolutely depends. We 
must encourage thrift and industry throughout the land, 
and we must make everybody understand that the first 
duty of the hour in this critical time is to place their 
entire resources at the disposal of the government. 

Fortunately, the resources of America were never so 
ample for ourselves and so formidable for our enemies as 
now. The combined resources of the national and state 
banks (including trust companies) of the United States 
are now $37,000,000,000. At the outbreak of the Civil War 
the combined resources of the banks were estimated to be 
$1,500,000,000, and yet with these limited banking re- 
sources the Union Government raised $3,000,000,000 by 
bond sales, or twice the amount of the banking resources 
of the country. Upon the same basis, we should now be 
able to raise $74,000,000,000 through government loans. 
I am not suggesting that this may be done; I am only 
drawing a comparison. 

In the matter of savings, which are of such prime 
importance, the Treasury purposes to issue in the near 
future and to sell to the people War Savings Certificates 
in as small denominations as $5, maturing in five years, 
and upon such a reasonable plan that the humblest person 
in the land may be encouraged to save all that he can 
and to invest in an absolutely safe security bearing inter- 
est, while at the same time doing his part to sustain the 
government and help win the war. I have appointed a 
War Savings Committee to take charge, under the direction 
of the Secretary of the Treasury, of this important branch 
of the work. This committee consists of Messrs. Frank A. 
Vanderlip, Chairman; Frederick A. Delano of the Federal 
Reserve Board, Henry Ford of Detroit, Charles L. Baine 
of Boston, Mrs. Elizabeth Bass of Chicago, Eugene Meyer 
of New York. It will not bé possible to offer the War 
Savings Certificates during the forthcoming Liberty Loan 
campaign, but as quickly as possible these certificates will 
be made available for the people of the country through the 
post offices, internal revenue offices, customs offices, the 
banks and other agencies that may be designated by the 
government. 

The value of this campaign for War Savings Certifi- 
cates is not alone in the amount of money that may be 
saved, but in teaching the people of the United States 
on a nation-wide scale and through an intelligent pres- 
entation of the facts, the value of thrift and saving. Its 
beneficial effects ought to survive the war and have a 
permanent effect upon the future economy of the country. 

Upon the bankers rest a peculiar duty and responsi- 
bility at this time. They can render inestimable service, 
not alone in promoting savings, but also in exercising a 
wise discrimination as to loans involving new capital 


expenditures and in discouraging every unnecessary un- 
dertaking involving new capital expenditures and fixed 
investments until after the close of this war. We must 
realize, my fellow countrymen, that the gravity of the 
situation for the nation and for the entire world is so 
impressive that the government must preempt and occupy 
exclusively, if necessary, until this war is over the entire 
investment field in the United States. 


It should be remembered that the National Govern- 
ment has no power, through legislation, to regulate or 
control capital expenditures of states, municipalities or 
political subdivisions of states, nor has it the power to 
legislate with regard to such investments by private cor- 
porations, except those engaged in interstate commerce. 
Through the co-operation of the states, effective measures 
could in time be concerted, no doubt, to meet this question 
if the necessity arises. But that would take time. In 
the absence of state action it is possible, however, for the 
bankers of the country to discourage, to. a very great 
extent, unnecessary or unwise investment of capital in 
private and public enterprises during the period of this 
war. I hope that this association will appoint a com- 
mittee to study this problem and to be prepared to act 
as the public interest may require. 

It is also a matter of great importance that the 


bankers of America shall conserve their own resources, 
having always in mind the supreme necessities of the 
state, so that they may be able, as the first bulwark of 
the government’s credit, to respond quickly and effectively 
to any calls the government may make upon them. In 
this connection it is mest important, gentlemen, that in- 
terest rates should be kept at a reasonable level through- 
out the country, that sufficient expansion of credit should 
be had to carry on the great commercial and industrial 
operations of the nation and to assist in the flotation of 
successive issues of government bonds. 

I should like to impress upon you the importance of 
a prompt and widespread response on the part of the 
bankers of the United States to the offerings of short- 
time and treasury certificates which will be made from 
time to time by the treasury. These certificates, as you 
know, have maturities of from thirty days to four months, 
and are sold in anticipation of bond offerings and the 
payment of taxes. Through their use, the necessities of 
the government during the interval between recurring 
bond issues are met, and the process of financing these 
bond issues is not only eased but simplified. Undue strain 
upon the credit resources of the country is avoided be- 
cause payments are spread over a period and adjusted in 
such a way as to avoid disturbance and inconvenience. 
The banks can render highly valuable and patriotic 
service to the government by purchasing promptly, and 
to the extent required, these treasury certificates as 
offered. 

We are fortunate in having the Federal reserve sys- 
tem, whose usefulness is now becoming increasingly 
manifest. This system is demonstrating every day its 
tremendous importance and value to the banks and to 
the American peopte. It not only gives strength and 
security to our financial structure, but it offers the essen- 
tial means and legitimate credit expansion and flexible 
note issues, for which the country has so long stood in 
dire need. This system has already won the approval of 
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The American Banker’s Duty 


T is the imperative duty of every banker in the country to exert himself 
to the utmost to insure the success of the Second Liberty Loan of 1917. 


Success will be incomp!ete if only three billions of bonds are so!d. 
No proof that the people of this country stand united in support of 
President Wilson will be so conclusive as a large over-subscription of 
this loan. Over-subscription will be at once encouragement for our Allies 
and discomfiture for our enemies. 


A great battle is now in progress. There is no firing line. There are 
no trenches. No barrage plows the ground. No aeroplanes fly above 
and the air is not heavy with smoke, gas and liquid fire. But the battle 
is as real and the victory as necessary. This fight must be won or those 
that follow will be ‘ost. 


The business of this country is now war. To the business of war 
everything else is incidental. The farmer, the merchant, the manufacturer 
and the banker have duties as well as the soldier and the sailor. The 
mechanic, the artisan, the clerk and the laborer are under the same 
obligations of patriotism. The battles they must fight are not less 
important. In this great crisis we must place at the disposal of the govern- 
ment, in the common cause, our goods, our energies, our brains, our 
money, our time, ourselves, if we are to achieve the great purpose of a 
victorious peace. 


To the country at this time the banks holding state charters owe 
the special duty of joining the Federal reserve system. They may 
retain all the privileges they now enjoy and they may withdraw when 
they please. But, regardless of conditions, patriotism dictates that during 
the period of the war the banking sys'em be unified, that every ounce of 
banking strength be mobilized and concentrated in the reserve system 
for the common welfare and the insurance of victory. 


With the end of the war will come new problems. Just now there 
is only one goal—victory! Let us make the Second Liberty Loan the 
second in the series of victories before us! Let us give to the Nation 
the support of loyalty reduced to action and to the war the sinews of 
united banking strength! 


CHARLES A. HINSCH, President, 
American Bankers Association. 
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the bankers and people of the United States. I wish that 
the state banks would realize the great opportunity they 
now have of promoting their own interests by joining the 
Federal reserve system, and by doing so to make that 
great system more impregnable for their interest and the 
common interest of the country. It would consolidate 
the financial strength of the nation in such a way that 
the operations of the government in this war could not 
be put in question. It is a commanding duty of self- 
interest and patriotic service to the country. 


DR. HILLIS 


Dr. Hillis’s address, with its story of German atroc- 
ities verified by inexorable facts and documents, held the 
audience so that when, after speaking some forty minutes, 
he tried to stop, they commanded him to go on. He told 
in detail of the investigations that substantiated the tale 
of every German outrage, every indignity that had been 
put upon bleeding France, her soil and her people. He 
told of how the great, lawless ambition of the Kaiser 
began in 1892, with its plan for the Germanization of the 
whole world. He told of Bismarck’s doctrine of 1866, 
that “war should pay 1,000 per cent. interest,” and there- 
fore it should become Germany’s chief national interest. 
He traced the whole development of Prussian power, with 
its development of sea power and manufactures, as a 
preparation for the great attempt to crystallize the Prus- 
sian ambition. 

As to the atrocities practiced by German soldiers on 
the helpless people of France and Belgium, Dr. Hillis 
said: 

“Every American who has passed through France 
and the edge of Belgium this year has returned home a 
saddened man. German cruelty and French agony have 
cut a bloody gash in the heart and there is no Dakin 
solution that can heal the wound. On a battle line 300 
miles in length, in whatsoever village the retreating Ger- 
mans passed, the following morning accredited men hur- 
ried to the scene to make the record against the Day of 
Judgment. The photographs of dead and mutilated girls, 
children and old men tell no lies. Jurists rank high two 
forms of testimony: The testimony of what mature men 
have seen and heard, and the testimony of children too 
innocent to invent their statements but old enough to 
describe what they saw. For the first time in history 
the German has reduced savagery to a science. There- 
fore this great war for peace must go on until the German 
cancer is cut clean out of the body. 

“I am speaking only from information which my eyes 
have seen, and giving you testimony which my ears have 
heard, about documented evidence. I piled nine volumes 
on my pulpit and all of the bundles of evidence were tied 
together with three rubber bands. And I will give you 
one as a simple illustration. The bundle of documents is 
No. H67. In one place all the inhabitants were brought 
out and shot. This shooting was heartbreaking as they 
all knelt down and prayed. I will not read all, but back 
of that statement were a lot of documents and testimony 
taken before a great jurist. 

“The cold catalogue of German atrocities now docu- 
mented and in the government archives of the different 
nations makes up the most sickening days in history. 


Days were spent upon the records preserved in southern 
Belgium, northern France, or in and about Paris; days 
spent in the ruined villages of Alsace and Lorraine, leave 
one nauseated physically and mentally. It is one long, 
black series of legally documented atrocities. Every 
solemn pledge that Germany signed a year and a half 
before at the Hague Convention as to safeguarding the 
Red Cross, hospitals, cathedrals, libraries, women and 
children and unarmed citizens are scoffed at as ‘a scrap 
of paper.’ These atrocities were also committed not in 
a mood of drunkenness, nor an hour of anger, but were 
organized by a so-called German efficiency and perpetrated 
on a deliberate, cold, precise, scientific policy of German 
frightfulness. 

“It is not simply that they looted factories, carried 
away machinery, robbed houses, bombed every farm house 
and granary, left no plow or reaper, chopped down every 
pear and plum tree and every grape vine and poisoned all 
wells; the Germans slaughtered old men and matrons, 
mutilated captives in ways that can only be spoken of 
by men in whispers, violated little girls until they were 
dead. Finding a calfskin to be nailed on a dry door to 
be dried, they nailed a baby beside it and wrote beneath 
the word ‘zwei.’ They thrust women and children be- 
tween themselves and soldiers coming up to defend their 
native land, bombed and looted hospitals, Red Cross 
buildings, violated the white flag—while their worst 
atrocities cannot even be named in this audience. 

“No one understands the German people as well as 
the Kaiser. Our President in a spirit of magnanimity, 
patience and good will distinguished between the Kaiser 
and the Prussian government, and over against them put 
the German people, but Germany’s Chamber of Commerce, 
Hamburg’s Board of Trade and certain popular assemblies 
would have none of this, and in the fury of their anger 
said: ‘What our government is, we are; their acts are our 
acts. Their deeds and military plans are our plans.’ 

“Knowing his people through and through, the Kaiser 
called his soldiers before him and gave them this charge: 
‘Make yourselves more frightful than the Huns under 
Attilla. ~See that for a thousand years no enemy mentions 
the name of Germany without shuddering.’ Why do the 
German people say they feel so terribly because the 
authors of the world call them ‘Huns’ and ‘Barbarians’? 
Who named them Huns? Their Kaiser. Who christened 
them Barbarians? Their Kaiser. Let the Kaiser’s words 
stand. ‘For a thousand years no enemy shall speak the 
word “Hun” without shuddering.’ ” 


ENTERTAINMENT 


As for entertainment, the local bankers provided the 
visitors with an engraved bond and attached coupons good 
for admission to the several piers, and allowed them to do 
the rest. They did it. They flocked nightly to the Steel 
Pier for dancing and moving pictures, and to the Million- 


Dollar Pier one evening for a tango contest. Inasmuch a3 
the tone of the convention was highly serious, it seems 
fortunate that the delegates had the choice of a number 
of means of relaxation after the day’s work was done, with- 
out being tied down to formal entertainment. 

A notable event of the week was the reception given 
by Mrs. Henry W. Leeds and Mrs. J. Haines Lippincott, 
both wives of prominent Atlantic City bankers. The recep- 
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tion was in honor of Governor Walter E. Edge of New 
Jersey. It was held Wednesday afternoon at Haddon 
Hall, and all the ladies attending the convention were in- 
vited. The house was beautifully decorated with autumn 
fiowers and foliage and each guest was given an American 
Beauty Rose before proceeding up the line to the receiving 
party. The line included, besides His Excellency, Mrs. 
Leeds and Mrs. Lippincott, Mrs. Sarah B. Phillips, mother 
of the Governor, Mrs. Peter W. Goebel, wife of the Presi- 
dent of the American Bankers Association, Mrs. Uzal H. 
McCarter, wife of the President of the Trust Company 
Section, Mrs. S. B. Rankin, wife of Major Rankin, Presi- 
dent of the State Secretaries Section, Mrs. Fred E. Farns- 
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worth, wife of Col. Farnsworth, General Secretary, Mrs. 
Joseph S. Calfee of St. Louis, wife of President Calfee of 
the National Bank Section, Mrs. W. M. Van Deusen, wife 
of the cashier of the oldest bank in New Jersey, the Na- 
tional Newark Banking Company, Mrs. H. W. Whipple, 
wife the cashier of the Hackettstown National Bank, and 
Mrs. George M. LaMonte, wife of the Banking Com- 
missioner of New Jersey. About a thousand ladies as- 
sembled to meet the Governor, who said at the conclusion 
of the reception, that so long as America is the home af 
women of the type whom it was his pleasure to take by 
the hand, “there will be no good ground to fear for the 
future of the nation.” 


RESOLUTIONS ADOPTED 


WHEREAS, Thousands of men have been gathered in 
cantonments for training as soldiers. These cantonments 
form great cities and the men in them have need of all 
the services and facilities that obtain in such cases. And 


WHEREAS, these soldiers receive pay, have in their pos- 
session funds, desire to transmit money in the ordinary 
way and otherwise have need of banking facilities for 
deposit and saving, and 


WHEREAS, In these times when economy and thrift 
are essential to success in war and are as applicable in 
principle and in practice to the men in the army as to 
those in private life, and 


WHEREAS, The Secretary of War has forbidden the 
opening and maintenance of branches of local banks 
within the boundaries of the cantonments. Now, There- 
fore, 


BE IT RESOLVED, That the Secretary of War be earn- 
estly requested to amend his decision so that banking 
facilities within the cantonment boundaries may be pro- 
vided for the soldiers, and 


BE IT RESOLVED, That the members of the American 
Bankers Association, whose banks are near such canton- 
ments, unite in providing banking service for the troops 
to the end that their fundg may be safely held and trans- 
mitted, and that habits of saving may be encouraged. 


WHEREAS, The business interests of the country are 
severely suffering from great lack of adequate transpor- 
tation facilities; and 


WHEREAS, The railroads under present conditions, are 
utterly unable to increase their facilities to meet the 
heavy demands made upon them -by the business needs 
of the country; and 


WHEREAS, Railroad securities, owned in great volume 


by financial and other institutions which are members 
of this Association, are more or less affected by the gen- 
eral railroad situation now existing, and the cost of new 
capital for railroad purposes is now reaching almost pro- 
hibitive figures; therefore be it 


RESOLVED, That the American Bankers Association, 
in realization of the gravity and far-reaching effect of 
the problems involved, offers the suggestion to its mem- 
bers, that they co-operate with the most effective means 
now existing for collective action for impressing upon 
legislative and regulatory bodies the necessity of taking 
under serious consideration the questions surrounding the 
railroads of the country, to the end that railroad credit 
may be strengthened and railroad expansion encouraged 
so that the growing business of the country and the gov- 
ernment, in the prosecution of the war, shall be provided 
with adequate transportation services and facilities. 


It is the unanimous opinion of your Committee on 
Resolutions that the American Bankers Association should 
express by rising vote its appreciation of the successful 
efforts made by those who have contributed to make the 
Forty-Third Annua! Convention memorable. 


To the New Jersey Bankers Association, and the banks 
and commercial organizations of Atlantic City, grateful 
acknowledgment is made. The cordial words of welcome 
expressed by Governor Edge and Mayor Bacharach found 
reflection in concrete form. Nothing has been neglected 
which could add to the pleasure and profit of the visitors 
and the work of the delegates. 


We desire to express particular appreciation of the man- 
ner in which the local press, the newspaper correspond- 
ents, the Associated Press, and the United Press have 
handled the news, and for the generous space the news- 
papers of the country have given to the deliberations and 
proceedings of the Convention. 
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ANNUAL REPORT OF THE GENERAL SECRETARY 


FRED. E. FARNSWORTH 


New York City, September 1, 1917. 
To the American Bankers Association. 


Gentlemen: I respectfully submit my report as Gen- 
eral Secretary of the American Bankers Association, 
covering the fiscal year from September 1, 1916, to 
August 31, 1917. 

Your attention is specially directed to the reports 
submitted by the officers of the Association, the Sections, 
Commissions, Committees and Departments (as published 
in this pamphlet or presented during the sessions of this 
convention) for details as to the various activities of 
the Association. 

I shall deal briefly with these items, while endeavor- 
ing to report fully on the matters pertaining more directly 
to my administration of the affairs of the Association, 
including its finances, during this, my tenth year, as 
General Secretary of the Association. 


EXECUTIVE COUNCIL 


It is gratifying to note the steady increase in mem- 
bership and it is the more clearly demonstrated year by 
year that the highest efficiency in administration of the 
business of the Association can only be had through its 
Executive Council. 

The spring meeting of the Executive Council was held 
at Briarcliff Lodge, Briarcliff Manor, N. Y., on May 7, 8 
and 9, 1917, with the largest attendance in our history— 
there being eighty-seven members present and only nime 
absentees, whose absence was unavoidable. Serious con- 
sideration was given to the affairs of the Association, 
there was a free expression of opinion and throughout 
the sessions harmony prevailed. 

The new Council, which will meet for organization 
after the adjournment of this convention, will comprise 
twenty-seven members in the one-year class, thirty in the 
two-year class, thirty-five in the three-year class, and 
sixteen ex-officio members, a grand total of 108. This is 
twelve more than last year. Eight states have added nine 
additional members to the Council by securing the neces- 
sary increase in membership, viz., Iowa, two; Michigan, 
one; Missouri, one; Montana, one; Nebraska, one; Ohio, 
one; Utah, one, and Wyoming, one. 


SECTIONS OF THE ASSOCIATION 


The various sections have developed great activity in 
matters of special interest to their bank members and 
the year marks the highest record of accomplishments in 


all directions. Willing co-operation between sections and 
Association officials has brought about this splendid 
record. 

The Trust Company Section has given consideration 
to many important problems with excellent results. On 
Monday evening, February 26, 1917, occurred the seventh 
annual banquet of the Trust Companies of the United 
States at the Waldorf-Astoria Hotel, New York City. 
The affair was largely attended and unusually successful, 
doubtless due, in part, to the international touch given 
the function through the introduction of Sir Edmund 
Walker, head of the Canadian Bank of Commerce, as the 
guest of honor. 


The Savings Bank Section has continued its activity 
in the interests of thrift, and special attention has been 
given to the installation of savings banks within the 
schools. Special study has also been given to the relation 
between railroad securities and savings bank investments. 

The Clearing House Section has conducted a cam- 
paign for membership, with splendid results, twenty-five 
new members having been added during the year. Seven 
new clearing houses have been organized. It has recom- 
mended the adoption of a clearing house symbol, which 
has met with general approval and adoption. The dis- 
cussions to occur during convention week, participated in 
by clearing house examiners and managers, will mark an 
important epoch in the history of the section. 

The American Institute of Banking Section canceled 
its regularly scheduled convention in Denver, holding only 
a one-day session in Chicago on Wednesday, September 
12, 1917. The demands of war having seriously handi- 
capped many banking institutions, this patriotic action of 
the Institute boys in curtailing their convention is highly 
commended. The year marks a steady increase in mem- 
bers through the various chapters and the section is in 
better position than ever before to render the. service to 
be expected of it. 

The State Secretaries Section, through its member- 
ship of secretaries of bankers’ associations in the various 
states, has again rendered valuable service through hearty 
co-operation with the parent Association and no small 
share of our increased membership is due to their activ- 
ities. 

The ten years’ record of the State Secretaries Section 
shows increasing activity and more complete organiza- 
tion on the part of the state associations, that far excels 
in the various ramifications of secretarial work the con- 
dition existing ten years ago. At that time there were 
forty-four state associations and now there are forty- 
nine, and all of them live and progressive organizations. 
It is with pardonable pride that I refer to this most ex- 
cellent aggregation for the reason that ten years ago I 
was Secretary of the State Secretaries Section and Secre- 
tary of the Michigan Bankers Association. 

The National Bank Section, organized at the Seattle 
convention, now has a membership of over 6,000 banks 
and this year of its history has been marked with the 
formation of many committees which have ,given serious 
study to many important matters of peculiar interest to 
its members. 

The State Bank Section which came into existence 
during our Kansas City convention has experienced & 
healthy growth and promises well for the future. 

My hearty appreciation and thanks to Secretaries 
Mershon, Harrison, Thralls and Philpott; to Presidents 
MeWilliam and Rankin; and to Educational Director 
Allen, who is also Secretary of the State Bank Section, 
for their co-operation in various matters throughout the 
year, and my congratulations are extended upon their 
various and individual successes. 


JOURNAL-BULLETIN 


Over 40,000 copies of the JOURNAL are now issued 
monthly, an increase of some 6,000 over a year ago and 
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AN EX-PRESIDENTS’ LUNCHEON OF HISTORIC INTEREST 


Commodore William Livingstone of Detroit, President in 1911, 
was the host at a historic luncheon given at the Marlborough-Blen- 
heim, September 28, to the ex-Presidents of the American Bankers 
Association who were present at the Atlantic City Convention. A 
similar one was given by the Commodore at Kansas City. There 
were, however, more ex-Presidents present at Atlantic City than 
at any previous Convention for years. It was a memorable occa- 
sion. The luncheon was held in the Forest Room; the table was 
elaborately decorated. There were no set addresses, but several 
toasts, and allusion was made to the celebration of the tenth anni- 
versary of changes in administration. The guests of the occasion 
were: President P. W. Goebel, Kansas City, Kan.; Vice-President 
C. A. Hinsch, Cincinnati, Ohio; General Secretary Farnsworth. 

The oldest living ex-President, Colonel Logan C. Murray of 
New York, President in 1886 and one of the original members of 


the committee that organized the Association in 1875, was unable to 
be present owing to ill health. A telegram of good wishes was 
sent to Mr. Murray. 


It was an occasion never to be forgotten and was a fitting 
tribute to the ex-Presidents of the Association, and was affection- 
ately and courteously given by Commodore Livingstone. 


From left to right the guests are (seated) : Col. J. D. Powers, 
Louisville, President, 1907; Wm. A. Law, Philidelphia, 1914; Col. 
Robert J. Lowry, Atlanta, 1896; Peter W. Goebel, Kansas City, 
Kan., 1916; J. L. Hamilton, Columbus, Ohio, 1905; F. O. Watts, 
St. Louis, 1910; Geo. M. Reynolds, Chicago, 1908 ; Lewis E. Pierson, 
New York, 1909; (standing) Arthur Reynolds, Chicago, 1913; Wil- 
liam Livingstone, Detroit, 1911 ; C.A. Hinsch, Cincinnati, now Presl- 
dent of the Association; Fred. E. Farnsworth, General Secretary. 


of 10,000 since 1915. The daily and financial press con- 
tinue making use of matter from the JOURNAL and its 
Editor and the Association deserve congratulations on its 
marked success. Notwithstanding the increase in sub- 
scription price (due to conditions brought about by reason 
of the war) many’subscriptions from other than member 
banks continue to come in, all of which is most gratify- 
ing. Many letters of commendation and but few in pro- 
test of the JOURNAL have been received; but I am sorry 
to have to report evidences that many of our members do 
not get the benefits from this publication that they would 
by a careful perusal of its columns each month. 


LEGAL DEPARTMENT 


Greater demands than ever have been made upon this 
important department of our Association’s activity dur- 
ing the past year and General Counsel Paton has proved 
equal to the task of supplying legal information to our 
members and of acting in an advisory capacity as well as 
attending many meetings of various committees of the 
Association. His report, soon to be submitted, should 
réveive your undivided attention. 


STATE ASSOCIATIONS 


There are now forty-nine bankers’ associations, one 
for every state in the Union and the District of Columbia, 
and it is expected that before another convention occurs 
there will be an association in Alaska as well. The year 
has been one of special activity in some of the state 
associations, but all show a healthy growth and an ever- 
increasing interest in the problems of mutual interest as 
well as of those of local purpose only. The Board of 
Control of the State Secretaries Section were in attendance 
at the last spring meeting of the Executive Council and 
it is expected that much good will come through this added 
opportunity for the exchange of ideas. 

It has been a pleasure for your General Secretary to 
attend many conferences, conventions, group banquets, in- 
stitute dinners, etc., and the Association has also been ably 
represented at similar gatherings by various Association 
officials and department heads. Through this means an 
ever-increasing number of our members are reached each 
year. 

DEPARTMENT OF PUBLIC RELATIONS 


Through the JouRNAL columns, as well as by other 
means and methods, Manager Welton has given publicity 
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to various matters of interest to our members. Further 
changes and improvements have been effected in the 
JOURNAL and its welfare is carefully studied by its Edi- 
tor. To Associate Editor Lewis is due no small amount 
of credit for his work in the publication of our monthly 
magazine. 


DEPARTMENT OF CONTRACTS AND PURCHASING 


A creation of necessity, the securing of proper prices 
and contracts, in this war period, is no small task and 
Manager Lewis has demonstrated the wisdom of his selec- 
tion as its head as well as of the establishment of the 
department. 
COMMITTEES 

Various committees must, to a greater extent than 
ever before, be relied upon to perform important duties in 
an organization so large as ours has grown to be. 

The Administrative Committee has met on several 
occasions since our last annual convention, holding in some 
instances two-day sessions, and most careful consideration 
has been given to the various Assoaiation matters brought 
before it. 

The Insurance Committee has not been idle and its 
labors have resulted in improved forms of policies as well 
as in the reduction in insurance rates. It is gratifying to 
note the steadily increasing interest of our members in 
matters of insurance, and Secretary Ruffin has proved a 
capable and worthy correspondent. It is to be hoped that 
many more of our members will consult him before an- 
other year runs to its close. 

The Committee on State Legislation (formerly known 
as the Committee on Law) has, through the state associa- 
tions of various states, urged various laws recommended 
by our Association and with marked success. 

The Committee on Federal Legislation has worked 
with good effect during the year on various problems of 
Federal legislation. It has also acted in an advisory 
capacity as well as in conjunction with the Committee of 
Twenty-five in its campaign for relief in certain phases of 
the Federal Reserve Act. General Counsel Paton has 
rendered a valuable service in connection with the work 
of the three committees mentioned above. 

The Finance Committee, with its Sub-Committees, 
has carefully scrutinized the expenditures and finances of 
the Association and has given careful analysis to the 
various reports, statements, etc., submitted at spring 
meeting and convention time. 

The Committee of Twenty-five has waged a strong 
campaign for various changes in the Federal Reserve Act 
and that it has nat been successful in every point cer- 
tainly is not the fault of its members, Chairman Adams 
and Secretary Thralls, who have been untiring in their 
efforts to win out. 

The Committee on Membership, Library Committee, 
as well as the special committees of the Association and 
Council have been in close touch with the various efforts 
of the Association during the past year and the important 
work performed by them will be given in detail in their 
several reports. 

CURRENCY COMMISSION 

This important Commission awaits the call of duty, 
although no demands have been made upon it during the 
year. 

AGRICULTURAL COMMISSION 


With ever-extending ramifications to state associa- 
tions, county and local agricultural committees, this Com- 


JOURNAL OF THE AMERICAN SANKERS ASSOCIATION 


October, 1917 


mission has succeeded in establishing county agents in 
many new places and the movement pr »mises to be nation- 
wide. The problem of food supply, so strongly emphasized 
by the war, has been given serious study and through the 
medium of its. publication—The Banker-Farmer—and 
otherwise, a live interest was created and excellent results 
accomplished. The problems of better roads, better 
schools, diversification of crops, etc., have not been 
neglected and Chairman Hirsch deserves the hearty con- 
gratulations and thanks of our Association for what has 
been accomplished through his Commission. 


PROTECTIVE COMMITTEB 


Matters relating to the Protective Department have 
received careful analysis and attention at the hands of 
this important, though (for obvious reasons) secret com- 
mittee. And, while they cannot individually receive the 
thanks of our members, the Association is nevertheless ap- 
preciative of their labors. 

The year’s work will be shown by the report of the 
Protective Committee, made to the Executive Council, and 
the report of Manager Gammon of the Protective Depart- 
ment. These reports with the printed full report of the 
William J. Burns International Detective Agency, Inc., 
which is available to all Association members, should 
receive a careful reading by our membegs and comprise 
the complete history of the year’s ‘activities and accom- 
plishments. 

More letters of commendation of this department than 
ever before have been received and I am glad to say also 
that fewer communications have come in registering com- 
plaints. The latter are written almost invariably 
through improper understanding of the department’s rules 
and the facts involved. Members should keep in mind that 
all cases which come within the rules of the Protective 
Department will be handled without cost to the member 
concerned; our Association will prosecute amateur and 
professional alike, and cases should be reported to the 
nearest Burns Agency for prompt attention. It is not 
necessary to advise the General Offices before a case will 
be taken up, all statements to the contrary notwithstand- 
ing. Manager Gammon has again shown his ability to 
handle this important field of Association work and his 
department has proved itself most efficient. 

I want to commend the most excellent work of the 
William J. Burns International Detective Agency, Inc. 
The weekly reports which are submitted to and read by 
your General Secretary show that during the past year the 
Agency has perfected its arrangements and is accomplish- 
ing better results through added experience and facilities 
than has been shown by past records, although past rec- 
ords have indicated a yearly improvement and the best of 
service. 

LIBRARY 


Through the purchase of the Del Mar Library, by 
authorization of the Executive Council, the Association 
has added to its library a collection of unusual interest 
and value, consisting of several hundred books and 
thousands of pamphlets, manuscripts, clippings and ex- 
tensive notes on financial matters, the latter made by 
Col. Del Mar in the libraries of Europe. An index of 
some 15,000 cards accompanies the collection and offers 
ready access to the valuable material assembled. This 
collection, known as the Alexander Del Mar Collection of 
the Library of the American Bankers Association, is 
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properly housed in the space formerly occupied by the 
New Yoik State Bankers Association, on the same floor 
as the General Offices of the Association at 5 Nassau 
Street, New York City. Through the generosity of Col. 
Del Mar, the Association has also been presented with 
a collection of coins and paper money of no mean interest, 
which will also be displayed in the same rooms as the 
library collection. To the library proper, numerous books, 
pamphlets, magazines and clippings on matters of bank- 
ing and finance have been added during the year. On 
the recommendation of the Library Committee and ap- 
proval of the Executive Council, the loan feature of the 
Library has been suspended. The resignation of Miss 
Glenn as librarian having been accepted last June, the 
work of the Library is being handled by an able corps of 
assistants. 
GENERAL WAR LOAN COMMITTEE 


At the Briarcliff spring meeting, the Executive 
Council authorized active participation in the first Liberty 
Loan of 1917 by the Association and President Goebel 
named a General War Loan Committee, located in the 
General Offices in New York, to direct this work. Ex- 
President Lewis E. Pierson was made Chairman; Fred 
I. Kent of the Bankers Trust Company, Vice-Chairman; 
General Secretary Farnsworth, Vice-Chairman and Sec- 
retary; General Counsel Paton; Assistant Secretary Fitz- 
wilson, Assistant Secretary; Section Secretaries Mershon, 
Harrison, Thralls and Allen and Messrs. Welton and 
Lewis, Editor and Associate Editor, respectively, of the 
JOURNAL, were of the Committee. 

Messrs. Gilbert B. Bogart and R. F. Ayers, men ex- 
perienced in bond sales, advertising and publicity, vol- 
unteered their services to our committee and were ac- 
cepted. The individual work of the various members 
proved the value of their appointment to this important 
committee—time became an unknown element—state 
chairmen and committees and sub-committees were 
named and communications and printed matter were 
mailed and mailed and mailed again to member and non- 
member banks alike throughout the country—about 
30,000 addressed envelopes being necessary to care for 
each mailing. I bespeak your undivided attention to the 
report of the General War Loan Committee which will 
be presented by Chairman Pierson. The appreciation and 
thanks of the Association are due to this committee, 
regular and volunteer members alike, for their untiring 
efforts for the success of the first Liberty Loan of 1917. 
It should be a matter of satisfaction to our Association 
to know that through the efforts of its members valued 
service was rendered in making this first Liberty Loan 
flotation so wonderful a success and that individually and 
collectively we had a share in that success. 


BANKS AT WAR CAMPS 


From some of our members, with experience in the 
matter, requests were received suggesting the establish- 
ment of banks within the various army cantonments, thus 
to provide ready banking facilities for our soldier boys. 
The proposition was referred to President Goebel and on 
his d‘rection letters were written to our member banks in 
the town or city adjacent to the cantonments, suggesting 
the formation of a bank at its camp. Thirty-two canton- 
ments were on our list and letters were sent to 212 banks. 
The response was, as expected, both prompt and patriotic 
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and all expressed a willingness to do their bit for the 
“boys.” Unfortunately this movement has not been suc- 
cessful, because the Secretary of War ruled against the 
establishment of any banking facilities at any camp. This 
decision is to be regretted, for it does seem important 
that the “boys” should have easy means of depositing 
their savings, the transmittal of funds to those “at home,” 
etc. 
GENERAL OFFICE CABINET 

On the suggestion of the Administrative Committee 
the officers and heads of departments in the General 
Offices have organized and hold monthly and bi-monthly 
meetings. Full discussion ensues ‘at these meetings and 
various matters of Association business are handled in a 
most able manner, as a resu't. 


OFFICE IMPROVEMENTS 
Our General Offices now occupy the entire twelfth 
floor of the Hanover National Bank Building at 5 Nassau 
Street, as we have acquired during the year the two 
rooms formerly occupied by the New York State Bank- 
ers Association. Some 700 running feet of shelf space 
have been added during the year for the accommodation of 
Library and Protective Department records. A small but 
necessary amount of new furniture, typewriters, etc., has 
been purchased. 
FINANCES 
The Treasurer’s report shows a cash balance on hand 
of $3,098.58. In 1916 the balance was $32,264.22. This 
reduction in balance is due to the expenditure of about 
$20,000 in the first Liberty Loan campaign and the pur- 
chase of the Del Mar Library, $5,000 (both expenditures 
under authority of the Executive Council). Then, too, 
there are the natural increases in expenditures incident 
to increased Association activities. 


ROUTINE WoRK 


During the fiscal year just ended we sent out from 
the General Offices more than two million letters, circular 
letters, Proceedings, JOURNAL-BULLETINS, etc. The fol- 
lowing statement shows the volume of mail and express 
matter in detail: 


First-CLass Mar MATTER 


Circular letters, etc 
First-class mail other than letters, such 
as typewritten lists, etc 
109,993 


SECOND, THIRD AND FourRTH CLASS MAIL 
MATTER 


JOURNAL-BULLETINS, including those of 


Lists of members 
Packages . 
509,347 


Total A. B. A. mail matter 619,340 


War LOAN COMMITTEES 


Total second, third and fourth class 
Total first class mail matter 
*286,113 


*Represents pieces of mail matter, not printed matter. Many 
envelopes contained from three to eight enclosures, totaling about 
1,500,000 pieces of printed matter actually sent out. 
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SECTIONS AND DEPARTMENTS 


Total first class mail matter . 
Total second, third and fourth class mail 


matter 59,573 


144,354 


1,049,807 
15,991 


1,065,798 


Total mail matter 
Express packages 


Grand total 
MEMBERSHIP 


When our books were balanced on August 31, 1917, 
our Association membership was 17,328. One year ago we 
had enrolled 16,016 members. At our last Briarcliff spring 
meeting I expressed the desire for 17,000 members by the 
end of the fiscal year. The response by state associations 
and state vice-presidents and various other agencies was 
effective and our enrollment of 17,328 on August 31 last 
shows a net gain over the previous year of 1,312—the 
record increase in membership for any one year since our 
organization. This result is peculiarly gratifying to me, at 
the close of this tenth year of my administration as your 

’ General Secretary; and I am sure the members are 
pleased as well. 

In the increase in membership in our Association, by 
states, Iowa comes first with 227 new members, a total 
of 905; Missouri is second with ninety-eight new members, 
a total of 708; Ohio stands third with eighty-seven new 
members, a total of 708; Kansas is fourth with seventy- 
nine new members, a total of 820; Nebraska follows with 
seventy-six new members, a total of 559; then comes Mon- 
tana with sixty-six, a total of 308; Illinois with fifty-eight, 
a total of 1,039; Minnesota with fifty-seven, a total of 
571; Texas with fifty-six, a total of 623; New York with 
forty-seven, a total of 1,066; Oklahoma with forty-one, a 
total of 571, and Michigan thirty new members, with a 
total of 508. 

As last year, New York stands first in its membership 
in our Association with 1,066, Illinois is second with 1,039, 
Pennsylvania third with 974, then follows Iowa with 905, 
Kansas with 820, Missouri and Ohio each with 708, Cali- 
fornia with 659 and Texas with 623. 

The District of Columbia enjoys the distinction of 
having every bank a member of our Association; Nevada 
has only one bank not an A. B. A. member; Arizona only 
two non-members and Alaska but three non-members; 
Delaware and Rhode Island must supply eight and eleven, 
respectively, to come within the full-membership column. 

The increase in Association membership, through the 
efforts of various Sections and officials of the Association, 
by applications known to have been received through their 
labors for the fiscal year ending August 31, 1917, is as 
follows: 

National Bank Section 

State of Iowa, with the co-operation of Messrs. H. A. 
Miller, A. C. Smith, L. E. Stevens, Secretary Frank 
Warner and others within said state, the General 


Offices and Sections of the American Bankers Asso- 
ciation 


S. Hawes, member Administrative Committee, 
Missouri 


Harry Yeager, member Executive Council, Montana... 
Trust Company Section.............. bia 
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C. E. Farnsworth, member Executive Council, Ohio.. 18 
Edward Nelly, member Executive Council, West Vir- 


Many of our Executive Council members, State Vice- 
Presidents, State Association Secretaries and members 
have rendered valued assistance in securing our increased 
membership this past year and the thanks of our Asso- 
ciation is due them one and all for this evidence of their 
loyalty. At the recent Iowa convention, a special effort 
was made to increase its A. B. A. membership (President 
Goebel and Ex-President Arthur Reynolds urging the 
banks of Iowa ‘to join our Association) and to our State 
Vice-President for Iowa, Mr. H. C. Schultz, belongs the 
credit for the greatest individual accomplishment in this 
membership campaign for the year. 
August 31, 1916 


*Erased from the rolls through failure, liquidation, 
consolidation and withdrawal December 1, 1916.. 


16,016 
878 


Membership 

August 31, 1917, new members joined during 
the year 

*Regained members (secured from the above) 


August 31, 1917, membership 


A net increase for the fiscal year of 

A net loss for the year in failures, consolida- 
tions, etc 

A net loss for the year in delinquents 


Making the actual gain in new members..... 


It will be observed that the list of delinquents is ex- 
ceedingly small, considering our large membership. The 
delinquents for the year of 1915-1916 were 198 with a 
membership at the beginning of the year of 15,010. The 
delinquents for the present year of 1916-1917 are 171, with 
a membership at the beginning of the year of 16,016. 
Slightly over a thousand more members and twenty-seven 
fewer delinquent members. In proportion to the size of 
our membership, this is the smallest list of delinquents in 
the history of our Association and speaks well for the 
loyalty of our members. 

Gratifying results are also shown in the usual list 
of losses in membership by failures, consolidations and 
liquidations. For 1915-1916 the loss was 218; for the 
years 1916-1917, the loss was 137. The total net losses 
as shown in the reports for delinquents, failures, consoli- 
dations and liquidations were 416 for the year 1915-1916 
and 308 in the year 1916-1917. 

The aggregate resources of our membership is esti- 
mated at twenty-five billion dollars. 

The membership and resources of the Association 
have increased as follows: 


Pald 
Membership Annual Dues 
$11,606,00 

10,940.00 

12,975.00 
127,750.00 
137,600.00 
150,795.00 
162,507.00 
175,352.00 
188,934.00 
198,530.00 
213,752.50 
229,324.48 
233,915.00 
245,651.00 
264,529.17 
303,198.88 


September 1, 1875 

September 1, 1885 

September 1, 1895 

August 31, 1905 

August 31, 1906 

August 31, 1907 

August 31, 1908 

August 31, 1909 

August 31, 1910 

August 31, 1911 

August 31, 1912 

August 31, 1913 

August 31, 1914 

Angust-14, 15,010 
August 31, 1916...... ove 16/016 
August 31, 1917 17,328 (estimated) 


264 
84,781 
15,140 
1,620 
568 2,188 
1,312 
137 
171 308 
1,620 | 
116 
H. C. Schultz, State Vice-President for Iowa........ 111 
Bank 81 
S. B. Rankin, Secretary Ohio Bankers Association.... 25 
W. S. Guthrie, member Executive Council, Oklahoma. . = } 
16 j 


October, 1917 


JOURNAL OF THE AMERICAN 


BANKERS ASSOCIATION 265 


INCOME 

Interest on Bonds and Corporate Stock........ $4,730.00 
Interest on Bank Balances (estimated)....... 2,800.00 

Estimated Annual Dues for Fiscal Year End- 
ing August 31, 1918...............cseeees 303,198.88 

Making Total Income, year ending August 

MEMBERSHIP BY YEARS 
Gross Loss by Net Loss by 
Failure, Mer- Failures, Gross Net 
Year Membership ger, Delin- Merger, Delin- Gain Gain 
quents, etc. quents, etc. 

1897 2,813 371 982 611 
1898 3,424 248 783 535 
1899 3,915 211 741 530 
1900 4,500 234 819 585 
1901 5,504 200 ‘ 1,313 1,113 
1902 6,354 186 eas 1,159 973 
1903 7,065 313 ‘ 1,139 826 
1904 7,563 500 aes 1,120 620 
1905 7,677 1,038 oe 1,152 114 
1906 8,383 337 vee 1,043 706 
1907 9,251 434 aes 1,302 868 
1908 9,803 691 cee 1,243 552 
1909 10,682 760 374 1,639 879 
1910 11,405 781 298 1,504 723 
1911 12,072 1,304 405 1,971 667 
1912 13,323 790 330 2,041 1,251 
1913 14,100 744 359 1,521 777 
1914 14,720 894 384 1,514 620 
1915 15,010 924 434 1,214 290 
1916 16,016 883 416 1,889 1,006 
1917 17,328 876 308 2,188 1,312 


MEMBERSHIP OF STATES AND TERRITORIES 
HAVING LESS THAN 100 MEMBERS 
(As of August 31, 1917) 


86 Philippine Islands..... 4 
Delaware .......0000-- 44 Porto Rico............ 12 
New Hampshire....... 72 Costa Rica............ 2 
New Mexico .......... SO 22 
Rhode Island.......... 48 Isle of Pines.......... 1 
Vermont 78 Mexico 15 
Canal Zone ........... 1 Santo Domingo........ 5 
Hawaii 18 Venezuela ............ 4 

607 

MEMBERSHIP 


DIVISION OF BANKS IN ASSOCIATION, AUGUST 31, 1917 
Trust Sav. State A.I.B. 


State or Territory Nat’l State Private Co’s Bks. Sec’y Chaps. Total 
Alabama........ 63 77 2 20 6 1 1 170 
Arizona......... 18 52 0 19 1 1 0 86 
Arkansas........ 53 178 2 28 2 1 1 265 
California....... 215 309 6 36 88 1 4 659 
Colorado........ 112 115 7 16 9 1 1 261 
Connecticut..... 69 8 7 #45 50 1 1 181 
Delaware....... 23 4 1 13 2 1 0 44 
Dist. of Columbia 14 3 3 8 171 1 42 
Florida......... 131 4 13 4 1 0 203 
Georgia......... 84 244 7 3 32% 1 43 367 
Idaho 52 93 2 9 2 1 159 
Illinois.......... 3849 343 217 85 43 1 1 1,039 
Indiana..... 158 155 41 63 3 1 0 421 
Iowa 202 237 53 48 319 1 O 905 
Kansas..... eee. 200 601 2 7 9 1 0O 820 
Kentucky..... 77 75 1 23 5 1 1 183 
Louisiana....... 35 124 1 2 5 1 1 190 
Maine.......... 59 0 0 38 21 1 =O 119 
Maryland....... 82 44 23 19 30 1 1 200 
Massachusetts... 159 2 26 75 116 1 #1 380 


MEMBERSHIP—Continued 
DIVISION OF BANKS IN ASSOCIATION, AUGUST 31, 1917— 
Continued 
Trust Sav. State A.I.B. 


State or Territory Nat’l State Private Co’s Bks. Sec’y Chaps. Total 
Michigan...... *. 90 184 45 12 175 1 1 508 
Minnesota...... 201 347 8 6 6 1 2 571 
Mississippi... .. . 33 146 1 14 2 1 @ 197 
Missouri........ 118 481 22 57 32 1 2 708 
Montana........ 82 192 20 13 0 1 0 308 
Nebraska....... 186 358 4 7 $8 1 0 559 
Nevada......... 11 19 0 1 0 1 0 32 
New Hampshire. 48 2 0 7 14 1 O 72 
New Jersey..... 185 27 4 101 18 1 0 336 
New Mexico..... 39 = 36 1 9 3 1 0 89 
New York...... 434 277 144 106 97 1 7 1,066 
North Carolina. 65 104 1 36 7 1 O 214 
North Dakota... 117 232 0 4 4 1 0 358 
269 180 62 61 132 708 
Oklahoma....... 255 304 0 10 1 0 571 
77 94 10 12 3 202 
Pennsylvania.... 587 104 52 194 33 1 8 974 
Rhode Island.... 17 1 1 19 8 1 1 48 
South Carolina.. 39 128 1 10 18 #1 «21 198 
South Dakota... 90 213 3 9 10 1 9 326 
Tennessee....... 79 114 1 5 1011 256 
ye 843 189 29 657 1 1 8 623 
Vermont........ 41 0 0 23 13 1 «0 78 
Virginia. ....00.- 105 1386 12 18 9 1 1 282 
Washington..... 71 213 17 20 9 1. 2 333 
West Virginia... 88 114 2 21 4 1 1 231 
Wisconsin....... 123 264 @ 423 
Wyoming....... 32 ~=—s«60 1 6 0 1 0 100 
Alaska.......... 3 #13 1 0 0 0 0 17 
Canal Zone...... 1 0 0 0 0 0 0 1 
Hawaii......... 4 a 2 5 0 0 0 18 
Phillipine Islands 1 3 0 0 0 0 0 4 
Porto Rico...... 0 10 2 0 0 0 0 12 
0 82 0 1 0 0 53 
Costa Rica...... 9 2 0 0 0 0 0 2 
CO cccecccass 1 18 2 1 0 0 0 22 
Isle of Pines..... 1 0 0 0 0 0 0 1 
Mexico......... 0 9 5 1 0 0 0 15 
Panama........ 1 2 0 1 0 0 0 4 
Santo Domingo.. 5. 0 0 0 0 0 0 5 
Venezuela....... 0 4 0 0 0 0 0 4 

5,979 7,492 8641,506 1,892 49 46 17,328 
APPRECIATION 


The General Secretary expresses his most hearty ap- 
preciation and thanks for the help and many courtesies 
rendered to him by the Executive Council, Sections, 
Departments, Commissions and Committees; and by the 
officials of the Association, State Vice-Presidents and 
State Secretaries. For the loyalty of the general Asso- 
ciation membership; their words and communications of 
encouragement; and the hearty welcome accorded me 
when brought in contact with the bankers throughout the 
country, your General Secretary is most grateful. 

In this year of especially strenuous activities, the 
services of President Goebel have been invaluable. The 
President has visited a large number of state association 
conventions; and during the Liberty Loan campaign he 
made more than twenty addresses, all ringing with true 
patriotism. The President and Administrative Com- 
mittee have been very close to the activities of the Asso- 
ciation and have given valuable aid to the General Offices 
at 5 Nassau Street. It has been a great pleasure to work 
with President Goebel; he is broad-minded and liberal 
and always has the best interests of the Association at 
heart. Elsewhere in this report, under the head of the 
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sections, I have expressed my appreciation to the secre- 
taries of the different sections; and at this time I wish 
to express my thanks to Treasurer Wing, General Counsel 
Paton and Assistant Secretary Fitzwilson, also to Messrs. 
Welton, Lewis and Scott, heads of Departments, for their 
loyal support and the most excellent work done during 
the year; also, full appreciation to T. R. Wilson, Secre- 
tary to the General Secretary, and to all of the employees 
of the General Offices for their untiring energy and devo- 
tion in this past year, the busiest in the history of the 
Association. 


ATLANTIC CITY 


Just ten years ago, on September 24 to 29, 1907, our 
Association met in Atlantic City for its thirty-third annual 
convention. At that convention I was elected your Gen- 
eral Secretary, and with the completion of ten years of 
service in that capacity, just a few words on the Associa- 
tion then and now seem to be appropriate. The member- 
ship was 9,251 on September 1, 1907; on September 1 this 
year we had 17,328 enrolled. Our income for the fiscal 
year 1906-1907 was $135,617.05 and for the past fiscal 
year $271,878.67. Ten years ago four rooms comprised 
our General Offices, with nine salaried employees. Today 
we occupy the entire twelfth floor (divided into twenty- 
two rooms) of 5 Nassau Street, and have fifty employees 
on the salary list. There are seven Sections today as 
compared with two in 1907; and since that year there 
has been created our JOURNAL-BULLETIN (with a monthly 
circulation now of 40,000 copies) ; a Library of three thou- 
sand volumes and forty thousand pieces in the Reference 
Department; a Legal Department; Protective Department 
with thousands of records of bank criminals and a rogues’ 
gallery of 4,700 photographs; a Department of Public 
Relations and a Department of Contracts and Purchasing. 
The General Offices have also been modernized with up-to- 
date office devices. 

Col. J. D. Powers was elected President, George M. 
Reynolds, First Vice-President, and Lewis E. Pierson, 
Chairman of the Executive Council in 1907; and William 
J. Field (now secretary of the New Jersey Bankers Asso- 
ciation) was New Jersey’s member of the Executive Coun- 
cil. For the splendid progress which the Association has 
made during the decade, full credit should be given to all 
the officers who so loyally gave their services during that 
period. The Association has been fortunate indeed in the 
selection each year of men who have been conscientious 
and faithful in their duty. 

Again we are assembled in Atlantic City in response 
to an invitation first tendered at our Seattle convention 
through Cashier Bartlett of the Atlantic City National 
Bank; this invitation was renewed at Kansas City last 
year, and the promises made there have been put into 
effect. Everything has been done for our comfort and 
pleasure and for the success of our convention. Most 
happy recollections of this forty-third convention will be 
carried home by everyone who was fortunate enough to 
attend. ° 

I have visited Atlantic City on several occasions dur- 
ing the year in perfecting arrangements for this con- 
vention and found its people ever ready and willing to do 
all in their power to meet our requirements. 

In conclusion, I express my most sincere thanks to 
the Executive Committee and to all the local committees 
of Atlantic City for the assistance and service received 
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at their hands, in their earnest endeavor to execute the 
many details of our convention and on behalf of the 
Association, to convey its thanks for this successful con- 
vention and the unbounded hospitality of the city. 


ANNUAL REPORT OF THE TREASURER 
E. M. WING 


The balance on hand September 1, 1916, was $32,264.22 
and the balance on hand September 1, 1917, is $3,098.58. 
Owing to the unusual expenditures the Association has 
been compelled to borrow $20,000 which will be paid out 
of the first receipts. 

September 1 the drafts for membership dues were sent 
out, 16,604 in number, amounting to $277,700—an increase 
in number of 1,133 and an increase of amount of $31,645. 
Of this increase $17,000 is due to the proposed increase in 
dues. 

In 1915-16 it cost to collect the dues $1,607.50. In 
1916-17, with 775 more items, the total expense was 
$1,031.89. The saving was brought about by having more 
of the work done in the New York office instead of in the 
Treasurer’s office, as has been customary. This year there 
will be a further saving of three or four hundred dollars 
in postage and clerk hire due to further economy in 
handling this work. 

I wish to express my appreciation of the help and 
courtesy extended to me by Colonel Farnsworth and aH 
of his assistants, as well as all of the other officers of the 


Association. 

Carried On 
Par Value Books At Market Value Cost 

Chicago. Burlington and 

Quincy, Dl. Divi- 
sion, 4's due 1949.. $50,000.00 
Chicago. Burlington and 
Quincy. Joint 4’s, 
Gue 
Atchison, Topeka and 
Santa Fe, General 
Mortgage 4's, due 


$47,400.00 $45,000.00 $50,843.75 


12,000.00 11,600.00 11,505.00 11,559.09 


30,000.00 28,500.00 25,950.00 30,825.00 


New York City Cor- 
Poration, Registered 
3%4’s, due 1940.... 30,900.00 26,500.00 


26,700.00 25,506.67 


$122,000.00 $114,000.00 $109,155.00 $118,734.51 


ANNUAL REPORT OF GENERAL COUNSEL 


THOMAS B. PATON 


The General Counsel has been active during the past 
year in connection with the work of a number of com- 
mittees, more especially 

The Committee on Federal Legislation 
The Federal Legislative Council 

The Committee of Twenty-five 

The Committee on State Legislation 
The Committee on Warehouse Receipts 


and to a lesser degree with the work of other committees 
and the Sections of the Association. Each of these com- 
mittees will make its own report covering the subjects 
of their various activities and it is unnecessary that Gen- 
eral Counsel, in this report, refer in any detail to such 
subjects or to his work in connection with such committees. 
This work has been secretarial as well as legal. 
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In a general way the work in connection with Na- 
tional legislation has included the examination and sum- 
marization of all bills introduced affecting banks and the 
preparation and forwarding of printed digests to the 
Federal Legislative Council and other interested workers; 
the issuing of confidential bulletins supplemented by letters 
and telegrams as the exigencies of the situation called for; 
interviews with members of Congress at Washington; par- 
ticipation in certain legislative hearings; attendance and 
participation in committee meetings; in the drafting of 
bills and amendments for Congressional action. The sub- 
jects of amendments to the Federal Reserve Act, including 
the provision for reasonable collection charges, and the 
pending tax measures have had a large share of attention. 


In connection with the Committee on State Legisla- 
tion, your Counsel has been active in the promotion, 
through the state associations, of measures favored by 
this Association in some forty-one states during the pres- 
ent year. The report of the Committee on State Legisla- 
tion will show the results accomplished. Upon request 
of the Judiciary Committee of the Maine legislature, your 
Counsel attended a hearing before that Committee last 
February and made an argument in favor of the Nego- 
tiable Instruments Act. This since became a law in 
Maine, being signed by the Governor on April 7 last. 


Last October the Administrative Committee authorized 
the Committee on State Legislation to draft and recom- 
mend a suitable amendment to state holiday laws which 
would make valid the payment of checks by banks and 
other transactions on Saturday half holidays. Pursuant 
to this resolution your Counsel prepared a draft of law 
covering the subject, which was forwarded to the diferent 
state associations. One state, South, Dakota, has already 
passed this law. 

As Counsel and adviser of various other committees 
and Sections of the Association, Your Counsel has attended 
all meetings of the Administrative Committee, advising 
such Committee of the progress of legislation affecting the 
Association and drafting resolutions and documents in 
connection with their work; participated in the work of 
the Committee on Credit Forms and has been constantly 
consulted by the Secretaries of all the Sections in con- 
nection with the various phases of their work and has 
also been called on for legal advice by the Protective and 
Insurance Committees. 

During the last ten years the Association through its 
legal and semi-legal committees has, by systematic, or- 
ganized and persistent effort accomplished important 
results in the promotion of uniform and beneficial legisla- 
tion affecting the banking interests and in the standard- 
ization of forms of commercial instruments. The 
recommendation by the Inter-State Commerce Commission 
in June, 1908, and adoption by the carriers generally of 
the Uniform Bill of Lading in two forms for straight and 
order shipments containing certain safeguards against 
fraud was, in itself, an important achievement, largely 
effected through the efforts of the Committee on Bills of 
Lading of this Association, whose functions have since 
been merged in the Committees on State and Federal Leg- 
islation. Following this, has come the enactment of the 
Uniform Bills of Lading Act in a considerable number of 
states and also, in modified form, by the sixty-fourth Con- 
gress, standardizing and unifying the national and state 
law upon these commercial documents of title and safe- 
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guarding in a much greater degree than before the banks 
and commercial purchasers who advance value upon the 
faith of these instruments of credit. The Uniform Ware- 
house Receipts Act has also been passed in a large num- 
ber of states and we now have a special committee whose 
function includes the creation of a standard form of ware- 
house receipt and which will also investigate the state 
laws which regulate warehouses with a view to their 
sufficiency to insure the safety of the holders of receipts. 
The adoption of the Uniform Negotiable Instruments Act 
in all but two states of the Union is a result largely of the 
efforts of the Committee on State Legis!ation of this Asso- 
ciation, working in conjunction with state organizations 
of bankers. This Act has been of priceless value in stand- 
ardizing the negotiability of bills, notes and checks the 
country over and has saved the banks of the country from 
incalculable loss which would have resulted from conflict- 
ing state laws. A large number ef measures have, during 
the last ten years, been drafted by our Association and 
enacted in the various states, designed to protect banks 
from fraud and crime and to make banking transactions 
safer. Among these measures are the False Statements 
for Credit Act, the Derogatory Statements Act, known 
also as the Bank Slander Bill, the Act punishing the giving 
of checks or drafts without funds, known also as the Bad 
Check Law, the Act defining and punishing the crime of 
burglary with explosives, the Act limiting the liability of 
banks on forged or raised checks, the Acts authorizing 
the payment of deposits in two names and in trust and 
the Act providing the competency of bank notaries. More 
recently there have been drafted Acts limiting the liability 
of banks for non-payment of checks through error and 
the Act authorizing bank transactions after twelve o’clock 
noon on Saturdays. Viewing all these various subjects, 
the Association has to its credit at the present day, 
through the energetic work of its legal committees, more 
than 200 enactments of laws in the different states, aside 
from subjects of legislation in Congress. 


There is still much work to be done in further unifica- 
tion of the state laws on various subjects and in the pro- 
viding of more adequate laws, both national and state, 
and this work will be prosecuted to the fullest extent 
consistent with the paramount demands of duty entailed 
by the great war which overshadows our country. To 
render still more effective the work of the respective com- 
mittees on state and Federal legislation, there are now 
pending before this convention proposed amendments to 
the Constitution which will create a State Legislative Coun- 
cil as an adjunct to the Committee on State Legislation 
and officially establish the present unofficial Federal Legis- 
lative Council as an adjunct to the Committee on Federal 
Legislation: 

Aside from the field of constructive legislation and 
promotion of legislative measures in which General Counsel 
has been engaged in connection with the Association com- 
mittees, a large amount of advisory work is done each 
year for individual members of the Association in the 
rendition of legal opinions upon submitted legal questions. 
The nature of this work is sufficiently indicated by refer- 
ence to the pages of the JOURNAL-BULLETIN of the Associa- 
tion in which some of these opinions are published. Over 
600 opinions, published and unpublished, have been ren- 
dered to members during the last year. A digest of the 
published opinions has been prepared in manuscript form 
and now awaits revision, preparatory to printing. 
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ANNUAL REPORT OF THE PROTECTIVE 
DEPARTMENT 


L. W. GAMMON, MANAGER 


During the period covered by this report there has 
been no marked increase in the number of crimes com- 
mitted against members of the Association other than 
could be expected in proportion to the large increase in 
the membership. 

ARRESTS 


For the period from September 1, 1916, up to and in- 
cluding August 31, 1917, I beg to report as to operations 
against criminals, as follows: 


Total cases not disposed of arrested prior to Sep- 
tember 1, 191 
Total arrests since September 1, 1916 


Convicted 
Released, escaped, insane and died 


Awaiting trial 

Since September 1, 1916, up to and including August 
$1, 1917, there have been burglaries and attempted bur- 
glaries on members, and similar crimes on non-members, 


as follows: 
Members Non-Members 

Arizona 
Arkansas 
California 


i 
1 
1 
6 
6 
3 
7 


Minnesota 
Missouri 
Nebraska 


North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Tennessee 
Texas 
Washington 
Wisconsin 2 

Of the attacks on members nineteen were successful 
burglaries, twenty-seven unsuccessful. 

Of the attacks on non-members thirty-nine were suc- 
cessful burglaries, thirty unsuccessful. 

The loss sustained by members in connection with 
burglaries was $35,372.68, while the loss sustained by 
non-members amounted to $64,637.11. 

There have been thirty-one hold-ups on members with 
a loss of $66,640.80, also three sneak thefts with a loss of 


$1,370. 


NON bo 
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During the same period there have been forty-nine 
hold-ups on non-members with a loss of $135,143.74, also 
one sneak theft, loss, $200. 

Our members as a rule report all attacks on them, 
also the exact loss sustained; while on the other hand non- 
members rarely report attacks on them, or the loss sus- 
tained, with the result that we do not obtain a record of 
some of these attacks or losses. 

The following figures are given for your information 
of reported burglaries, and attempted burglaries, on 
banks since the inauguration of the protective feature, 
such as are known: 

302,173.88 


$2,005,408.06 


Non-Members 
Members 


CORRESPONDENCE 


During the past twelve months ending August 31, 
1917, the Protective Department has received 29,929 
reports and other communications from our Detective 
Agents. The department has also received 939 letters and 
telegrams, and written 2,132 letters and _ telegrams. 
These figures do not include circular letters and other 
communications. 


PHOTOGRAPHS 


The department now has 5,420 photographs of crim- 
inals, comprising burglars, hold-up men, sneak thieves, 
forgers and bogus check operators, with a complete record 
of each. ‘ 


OFFICES OF OUR DETECTIVE AGENTS 


The Wm. J. Burns International Detective Agency, 
Inc., now has twenty-three offices of their own in this 
country, as follows: Birmingham, Ala.; Los Angeles and 
San Francisco, Cal.; Denver, Colo.; Chicago, Ill.; New 
Orleans, La.; Baltimore, Md.; Boston, Mass.; Detroit, 
Mich.; Minneapolis and St. Paul, Minn.; Kansas City 
and St. Louis, Mo.; Buffalo and New York City, New 
York; Cleveland, Ohio; Portland, Ore.; Philadeiphia and 
Pittsburgh, Pa.; Providence, R. I.; Houston, Texas; 
Seattle and Spokane, Wash., and one correspondent at 
Des Moines, Iowa. They also have five special representa- 
tives, C. E. Sears, c/o Hotel Albert, Jacksonville, Fla.; 
A. B. Cooper, 908 Colcord Building, Oklahoma City, 
Okla.; M. W. Williams, 408-409 Bank of Commerce and 
Trust Building, Memphis, Tenn.; P. R. Schumacher, 601 
Young Street, Dallas, Texas, and William Duffy, 534 
South 2nd East Street, Salt Lake City, Utah. 

They also have offices of their own in Montreal and 
Toronto, Canada, and London, England. 

I wish at this time to thank the Federal, state, county 
and local authorities throughout the United States for 
their co-operation, for they have aided this department 
very materially in the investigation of cases during the 
fiscal year. 


Diff 
443 
556 
139 420 
Kentucky 
Michigan 
New 2 
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REPORT OF LIBERTY LOAN OPERATIONS OF 
THE AMERICAN BANKERS ASSOCIATION 


LEWIS E. PIERSON, Chairman, General Committee 


Acting under the authorization of the Executive 
Council, the War Loan Committees of the American Bank- 
ers Association were formed immediately after the ad- 
journment of the Spring Meeting of the Council at 
Briarcliffe. The purpose, as expressed in the resolutions 
of the Executive Council, was that 


The American Bankers Association, through its 
members and by the use of its official machinery 
in the General Offices, hereby offers to assist in 
the patriotic work of selling and distributing the 
bond issues of the United States Government. 


By the same resolution the President of the Associa- 
tion and the Administrative Committee were authorized 
to appoint such committees as seemed advisable and the 
President was also authorized to expend the funds neces- 
sary to carry the resolution into effect. 

This action of the Executive Council was communi- 
cated to the Secretary of the Treasury, who replied that 
he would avail himself of the support and expressed his 
appreciation of the offer. 

The first step toward the execution of the work thus 
laid out was the appointment of an Executive Committee, 
composed of the Administrative Committee and the presi- 
dents of the several sections, and a General Committee 
composed of the General Secretary, the General Counsel, 
the several section secretaries and the Manager of the 
Department of Public Relations. The President ap- 
pointed me chairman of the General Committee and later 
Mr. Fred I. Kent, vice-president of the Bankers Trust 
Company, was made vice-chairman. 

On this General Committee fell the burden of creating 
plans and directing the operations. This Committee had 
its reach extended by the making of numerous committees 
known as the War Loan Committees of the American 
Bankers Association. One of these was composed of a 
man in each Federal Reserve District; another was made 
up of active and representative men in each state with the 
vice-president for the state and the members of the Ex- 
ecutive Council as leaders and with the presidents of all 
state bankers associations included. These committees 
were further subdivided by groups, counties and congres- 
sional districts, and, finally, the member of the Reserve 
District Committee made up a committee-at-large in his 
district. 

These various committees, comprising a total member- 
ship of about 1,000 leading bankers, covered the whole 
country. The line reached from the General Offices in 
New York through the committees in the reserve districts, 
in the state and through the state bankers associations 
down to the groups and finally to the individual banking 
units. 

This plan of organization was approved on May 9. 
On May 10 it was in process of execution. On May 11 
there was mailed from the General Offices a booklet con- 
taining the text of the War Loan Act and the terms and 
conditions of the bonds to 29,750 banks. This was ac- 
companied by an appeal of co-operation and a statement 
showing the pressing need for it. 


Thus three days after the authorization by the Ex- 
ecutive Council and two days after the plan of organiza- 
tion was approved, the work was well under way. It was 
a complete vindication of the idea that it is much easier 
to divert an existing organization to a new use than to 
create a new organization. When the existing organiza- 
tion is made up of those on whom the chief reliance is 
placed for accomplishing a given thing, the practicality of 
it is obvious. The American Bankers Association did 
exactly what those who promoted the plan expected, and 
it seems to have done it with much dispatch. 

It is not necessary that I go into the details of the 
operations. The account has been published in the 
JOURNAL. Every man here and every bank represented is 
familiar with the outcome. Every one of you is an in- 
tegral part of the organization and every one was a factor 
in bringing the work to a successful conclusion. The 
theory in the beginning was that the Association could 
give help particularly to the country banks. Banks in the 
cities, through their clearing houses, are already organ- 
ized. Nevertheless, it was found that the ideas of the 
General Committee were as useful in the cities and they 
found application there and everywhere. But the dom- 
inant idea was to point the way for the most efficient co- 
operation by the country banks, to supply them with prac- 
tical plans for organizing their communities, for selling 
the bonds on partial payment plans, for aiding employers 
to get the bonds to their employees. The banks were sup- 
plied with publicity material for use in their local news- 
papers and with copy for posters and advertisements. All 
these things involved the preparation, printing and mail- 
ing of circulars, leaflets, booklets, cards and much other 
material. Nearly two million pieces of literature of all 
kinds was sent to the banks of the country in less than 
three weeks. You will undoubtedly remember that model 
sermons were prepared by two eminent clergymen; these 
were in great demand and it is estimated that these 
sermons and others they inspired were preached in 10,000 
churches. 

This work was all necessarily done under great pres- 
sure. Speed was essential. There was no time for elab- 
orate preparation and reither the time nor the need for 
long discussion. The General Committee met every de- 
mand with expedition. 

It is pertinent that I speak particularly of the-work 
of this General Committee and the men who compose it. 
The success of the whole great undertaking was made 
easier by the hearty and earnest support of the loyal men 
who gave their services as members of the War Loan Com- 
mittees and of: the banks, members of the Association and 
non-members who responded to every demand. 

But the General Committee, made up of the working 
force in the General Offices, showed an adaptability for 
this new and strange work, a readiness for the most exact- 
ing service and a genius for organization and execution 
which should be the cause of pride to every man in this 
convention. Individually and collectively they took hold 


of the job with a strong grasp and a complete understand- 
ing of the situation, and they never let go through five 
weeks of time in which night and sleep were disregarded. 
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They did much more than meet conditions as they 
arose; they anticipated them. They made social and busi- 
ness classifications of the whole population, measured the 
bond-buying potentialities of each and devised ways for 
reaching them. They answered innumerable queries from 
puzzled bankers. They provided special plans for special 
cases. Their mailing department was never idle. They 
turned out booklets over night. They kept a steady cur- 
rent of the best publicity matter produced flowing toward 
the newspapers and their output of advertising matter 
was not only unrivaled in quality, but was used in 
thousands of newspapers from coast to coast. They pro- 
vided picture slides with advertising matter and got them 
into 15,000 moving picture theaters. They organized a 
speaking tour of the country and got Dr. Newell Dwight 
Hillis and Mr. Lawrence Chamberlain to make it. To me 
it seemed to be not only the greatest demonstration of 
versatility and capacity the working forces of the Associa- 
tion have ever given, but it was positively competent under 
any test that can be applied. 

Upon analysis, we will find that perhaps we should not 
be surprised at what was done. On this General Committee 
there was, and is, a great diversity of talent. First, the 
General Secretary, trained in Association work, tried in 
a hundred struggles, a veteran in his knowledge of bank- 
ers and their psychology; the General Counsel, able to 
show a clear way through legal difficulties and fortified by 
long experience; a savings bank secretary, who was as 
capable of a hundred other things as attending to the 
very difficult problem the savings institutions found them- 
selves facing; a trust company secretary, to whom was 


assigned the task of securing, compiling and tabulating 
the material contained in nearly 9,000 reports from banks; 
a clearing house and national bank section secretary, to 
whom was assigned the work of organization, but who 
found abundant opportunity for the play of his other 
qualities; a publicity man, splendidly equipped for efficient 
service and an expert on printing and purchasing, com- 


pleted the unusual list. The gaps were filled by volun- 
teers, of whom I shall mention two—G. B. Bogart, an 
expert on bonds, and R. F. Ayres, an advertising writer of 
national reputation. Prompted only by a desire to serve, 
these two men gave their days and nights to the work. 

It must not be concluded that these men confined them- 
selves to any special division of the work. Any one of 
them seemed able to do anything and do it about as well 
as anybody else. The ordinary work of the Association 
was not halted. All the usual things went on as usual. 
It was the unselfish spirit of co-operation that produced 
the results. I am proud to be the chairman of that Com- 
mittee. 

There were difficulties. There were irritants, attacks 
and counter-attacks, but the tale of them would be un- 
profitable. The history of what was done outside the Gen- 
eral Offices is told in the 9,000 reports from members of 
the War Loan Committees and the banks. It is a marvel- 
ous record of trials and successes charged with human 
interest and loaded with suggestions of the utmost value 
for the future. 

The future work of the General Committee and all the 
War Loan Committees is now the matter of compelling 
interest. We are today less concerned with what has been 
done than with that which is before us to do. 


The organization has been kept intact. There has 
been no necessity for changing it for the purposes of the 
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Association, but the situation in other respects has 
changed. The first campaign for the sale of bonds was 
hastily organized. It was a volunteer affair. The help 
of everyone was sought and the initiative was left to any. 
one who cared to take it. The diverse forces, drawn hur- 
riedly together, tried to work together, but it was not 
always feasible or possible. There was in places a pro- 
nounced overlapping of effort and there was no time to 
correct or harmonize. 

Conditions now are different. Experience has taught 
much. There has been time to co-ordinate plans. It is 
settled, therefore, that the direction of the work of selling 
the new issue of bonds shall rest in a committee for aach 
Federal reserve district with the Federal reserve bank in 
the position of responsibility. Nationally, the whole or- 
ganization is under the direction of the Secretary of the 
Treasury. It is impracticable for the American Bankers 
Association again to conduct an independent campaign. 
Efficiency demands the elimination of all waste of effort. 
It is rather difficult to dovetail the work of a national 
organization into that which is organized by reserve dis- 
tricts. The identity of the American Bankers Association 
must be retained and its machinery kept intact so that 
the many thousands of its members who are not members 
of the Federal reserve system may be fully and efficiently 
enlisted in the support of the Secretary of the Treasury. 
The scheme of co-operation has been brought to completion 
by making the chairman of the General Committee a mem- 
ber of the Committee on Distribution of the Liberty Loan 
Committee in the second Federal reserve district, and add- 
ing to the General Committee two members of the Execu- 
tive Committee of the Liberty Loan Committee. To the 
General Committee has also been added two representatives 
of banks, Mr. Walter E. Frew, president of the Corn 
Exchange Bank of New York, and Mr. J. H. Case, vice- 
president of the Farmers Loan & Trust Company. Simi- 
larly in the other reserve districts the representative of 
the American Bankers Association has been, or will be, 
made a member of the Liberty Loan Committee. Thus a 
point of contact is everywhere insured and the General 
Committee, while recognizing no district boundaries, will 
give its attention to such divisions of the work of bringing 

, the new loan to success as would naturally be assigned 
to it. 

The coming loan is going to call for great efforts. The 
loan must be the same kind of a success as the last one. 
The eyes of the world are on us now as they were last 
spring. The enemies of our country could hope for no 
greater victory than the failure or the partial failure of 
this loan. We can administer to them no greater defeat 
than its overwhelming success. 

Success is not to be had for the wishing. Work and 
more work, organization and co-operation, are absolutely 
necessary. The best way of reaching every owner of a 
dollar must be found and put into execution. The people 
must be given information. If they don’t understand the 
war, they must be made to understand it and our position 
in it. They must be informed and they must be taught, 
if necessary, just why these vast amounts of money are 
necessary and why they must provide it. This obligation 
to teach and lead rests all but exclusively on the banker. 
The banker is the one to whom the community usually 
turns for guidance in such matters. If he doesn’t know, 
he must inform himself. 
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There are some apparently obvious things worth re- 
counting. Money for the prosecution of the war cannot be 
materialized out of nothing. If it doesn’t exist, it must be 
created by credit operations. There is something over four 
billion dollars of what we term money in the country, but 
it cannot be diverted from its present uses. Bank reserves 
must be maintained. The circulatory medium in tills and 
pockets would not go far if it could be diverted. This new 
loan must, therefore, assume the form of a credit opera- 
tion. It will be drawn from bank deposits. If the bank 
deposits are too small to permit such heavy withdrawals— 
and they probably are—they must be greatly increased. 
They can be increased only by expanding bank loans. 

This expansion, great as it will be, must be made. It 
can be made with safety through the freest use of the 
rediscount facilities of the Federal reserve banks. The 
Federal Reserve Board is entirely correct in its position 
that trade acceptances offer the very best medium for 
rediscounting, and it is clearly the duty of every banker, 
and of this Association, to give every aid to the develop- 
ment of the use of trade acceptances in every industry. 

A purchase obligation in the form of an open credit 
is a dead or frozen asset until it is met, but in the form 
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of an acceptance it is a live asset available for rediscount 
and currency issue. 

With trade acceptances in free use here, as abroad, 
the expansion now before us can be faced with confidence. 

In the Federal reserve system is found the key to the 
possibilities. It is almost providential that the system is 
in existence and that there are nearly three years of 
experience behind it. It is the reserve system that makes 
a loan operation of such enormous proportions possible. 

The banker owes other duties to the country and to 
himself. There is really only one source of wealth—pro- 
duction. When war is the great business of a nation, pro- 
duction of those things necessary to success in war is the 
single aim. Such production must be encouraged. Credit 
must be extended for that purpose with the greatest liber- 
ality. It is through production and increased production 
that we gain the wealth from which spring the surpluses 
and the savings. The term thrift is broader. It includes 
the prevention of waste, wise economy in consumption and 
efficiency in the use of machinery and man power. 

Before the bankers is a large program. On them rests 
a momentous responsibility. To aid them in discharging 
this duty the War Loan Committees of the American Bank- 
ers Association are dedicated. 


THE STATE BANK SECTION 


The sessions of the State Bank Section were largely 
devoted to consideration of the Federal Reserve System. 
At the general session, Wednesday afternoon, September 
26, Hon. W. P. G. Harding, Governor of the Federal Re- 
serve Board, made a comprehensive address in which he 
gave reasons why state banks and trust companies should 
become members of the Federal reserve banks. Governor 
Harding said that Congress and the Federal Reserve 
Board had taken every possible step to make attractive 
the terms and conditions of admission into the reserve 
system, and that now there was no sound reason why 
eligible institutions should refuse to join. He called atten- 
tion to the fact that this country was passing through 
one of the most critical periods of its existence, that the 
financing of the war was requiring $18,000,000,000 for the 
first year, or at the rate of $50,000,000 a day, and that 
in the circumstances it was highly desirable that the 
banking machinery of the nation be unified and strength- 
ened by the inclusion of the state banks and trust com- 
panies in the Federal reserve system. 

Governor Harding asserted that besides the 7,600 na- 
tional banks, thus far only eight-four institutions had 
joined out of a total of 20,000 banks operating under state 
laws, of which total about 7,000 to 9,000 were eligible. 
He said these banks and trust companies had combined 
resources of a billion and a quarter dollars, and predicted 
that by the middle of November enough state institutions 
would have joined the system to bring the total resources 
up to two and a half billion dollars. The speaker called 
attention to the fact that at present only eighty-four state 
banks and trust companies are standing shoulder to shoul- 
der with the national banks to support the Federal re- 
serve banks in the present crisis. He predicted, however, 


that within six months the number would be nearer 8,400 
than eighty-four. 

Speaking on the subject why state banks should join 
the system, Governor Harding reviewed the recent legis- 
lation and explained in detail how all valid objection had 
been met. He even went so far as to say that so much had 
been done for the state banks that they could really be 
called “preferred stockholders” of the Federal reserve 
banks. 

Governor Harding’s address was in part as follows: 

“Our country is now passing through one of the most 
critical periods of its existence. It is engaged in the most 
frightful and costly war of all history. Totally unpre- 
pared six months ago for a serious conflict, it has now in 
training a vast army, and within a span of a few months 
will have completed preparations for war on land and sea, 
beneath the sea, and in the air, which ordinarily would 
have required years. It is advancing enormous sums to 
other nations with which it is associated in this war. 
The amounts necessary for the financing of our under- 
takings and for the taking care of our commitments will 
aggregate $18,000,000,000 for the first year, $1,500,000,000 
a month or $60,000,000 a day. 

“Our actual expenditures since last April have far 
exceeded the total for the period of the Civil War. In 
such circumstances our old banking system would have 
proved totally inadequate. It could not, in point of fact, 
have withstood the shock which we felt in 1914, when 
war broke out between three great European powers on 
one side and two on the other. The Federal Reserve Act, 
even before the Federal reserve banks were fully organ- 
ized, was the means of carrying us safely through that 
crisis, for the Act extended for one year the life of the 
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Aldrich-Vreeland notes and made their issue practicable. 
Revival of confidence and the return to normal conditions 
were coincident with the establishment of the Federal 
reserve banks. Their operation has given to every ele- 
ment in this country, the national banks, the state banks, 
the manufacturers, the merchant and the individual de- 
positors, a sense of security which otherwise would have 
been totally lacking. 

“Within a few months 4,000,000 subscribers have ab- 
sorbed an issue of $2,000,000,000 314 per cent. government 
bonds, the most gigantic financial operation this country 
has ever known. Yet there has been no financial string- 
ency, no violent fluctuations in call money rates nor in dis- 
count rates; there has been no general calling of loans, no 
forced liquidations. 

“At this crucial time, during the month of June, the 
Federal reserve banks discounted $663,196,000 of member 
banks’ short-time collateral notes and bankers’ acceptances 
and the money situation was kept completely under control. 
The country is now about to engage in a campaign for 
the sale of the second issue of the United States Liberty 
bonds, the amount of the offering will be, at the very 
lowest, 50 per cent. greater than the first. The crops of 
the country will be moving at the same time, and we 
should remember that before the establishment of the 
Federal reserve banks money stringency during the crop- 
moving period was a matter of annual recurrence. 

“Are the Federal reserve banks worth while? Would 
you care to have them abolished? If they are worth 
sustaining, should they be supported almost entirely by 
one class of banks or should all unite in upbuilding them. 
Will their strength be augmented and the financial welfare 
of the country further safeguarded by your membership? 
Ask those state banks which are already members whether 
their charter powers have been hampered or curtailed 
by their membership; whether regulations of the Federal 
Reserve Board have interfered with their business or 
methods of doing business; whether the Federal reserve 
banks have been arbitrary in their dealings; ask them if 
they have had difficulties in getting from the Federal 
reserve banks any accommodations to which they were 
entitled or if they have had no occasion to ask for accom- 
modations, what the knowledge is worth that the accom- 
modation can be had when wanted. 

“Every dollar of reserve carried with the Federal 
reserve banks adds to their power to maintain sound and 
healthy banking conditions, to respond to any demands 
which may be made upon them and to help our country 
win its fight for liberty and a safe and lasting peace. 
Then add up the figures—strike a balance, and your appli- 
cations for membership will follow.” 

Governor Harding’s address was followed by a gen- 
eral discussion of the proper relationship between state 
bank institutions and the Federal reserve system, in 
which F. T. Hardwick, of Georgia, Fred Collins, of Ten- 
nessee, George W. Rogers, of Arkansas, M. J. Dowling, 
of Minnesota, H. A. Moehlenpah, of Wisconsin, and others 
participated. Mr. Moehlenpah stated that his bank had 
made application for membership in the Federal reserve 
bank of his district. He explained that such action was 
taken in the spirit of independence, as in any emergency 
he wanted to get his patrons every possible advantage 
and safeguard. Other speakers criticized the Federal Re- 
serve Board for their attitude in connection with the 
question of exchange, and expressed some fear that cer- 


tain members of the Federal Reserve Board might be 
unduly influential, notwithstanding the fact that the 
Comptroller of the Currency under the Federal Reserve 
Act as amended has been removed from direct relation- 
ship with state institutions. 


PRESIDENT PUELICHER’S ADDRESS 


John H. Puelicher, in his address as President, re- 
viewed the work of the State Bank Section during the 
past year—the first year of its existence—and devoted 
particular attention to the relationship of state banking 
institutions to the Federal reserve system. Mr. Puelicher 
said in part: 

“T feel that the Federal Reserve Act as amended will 
be far-reaching in the affairs of this country. There has 
been no greater piece of constructive legislation enacted 
since the adoption of the Constitution of the United 
States. The amendments as they affect state banks leave 
these banks their full statutory rights and privileges, 
enable them to join the Federal reserve system and enjoy 
its rights and privileges, and make possible the much 
desired unifying and stabilizing of our country’s financial 
system, an achievement which should affect beneficially 
the affairs of every citizen of the United States, from the 
most humble wage-earner to the wealthiest capitalist. 
For the state banks much has been gained and nothing , 
lost. As stated before, they retain their former charters 
and, what is more important, their charter rights; they 
retain supervision by their own state banking depart- 
ments; they retain the benefits of the laws of their own 
states; and they add to this by membership in the Fed 
eral reserve system, all the privileges of the nationa! 
bank, the privileges of rediscount, the prestige of being 
a part of the national banking system—all the privileges, 
without those objections which we hear most frequently 
urged. 

“State bank members of the Federal reserve system 
are not under the jurisdiction of the Comptroller of Cur- 
rency. A recent conference between state bank exam. 


. iners and governors of some of the Federal reserve banks 


has resulted in the adoption of simplified and uniform 
statement blanks, similar to those now used by our state 
banking departments. The plan is to make that portion 
of our work attractive, rather than repelling, by making 
the statement forms simple rather than complex. 

“The duties of the office to which you elected me 
brought me into association with members of the Federal 
Reserve Board, as well as with the officials of a number 
of the Federal reserve banks. I am thoroughly convinced 
that these men simply wish, as you and I, to do their duty 
to the fullest, so that the Federal reserve banks may be 
of the greatest Service to the banks of the country, which 
they were designed to serve. My own experience with 
them thus far has been entirely pleasant and satisfactory, 
and if it continues as it has begun I cannot imagine the 
establishment of a more satisfactory relation. I cannot 
see anything that a state banker, from the most selfish 
viewpoint, could do that would be more beneficial to his 
own institution and to the banking business as a whole, 
than to join the Federal reserve system. 

“T want also to speak with you about membership 
in that system from another angle. This nation is at 
present at war. The war is of such magnitude that no 
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mind is able to conceive where it may take us. The 
President of the United States has a task such as few 
men have been confronted with. He is entitled to the 
best that every loyal citizen has to give; the best thought, 
the best effort, the best assistance. The young man takes 
the musket and offers his life. There has been a mobili- 
zation of men to defend the principles to which this land 
is dedicated. Every man should hold at the disposal of 
our President those means, those talents, which he has 
in the greatest abundance.” 


REFERENDUM REVIEW 


Chairman Craig B. Hazlewood, of the Executive 
Committee, explained in detail the questionnaire sub- 
mitted to state banks early in the year and epitomized the 
results substantially as follows: 

QUESTION 1.—Assuming that some changes agreed 
upon by state bankers are made in the Federal Reserve 
Law and its administration, should state banks consider 
joining the Federal reserve system for the purpose of 
strengthening banking and commercial conditions in the 
United States? Answers: Yes, 532; no, 117; non-com- 
mittal, 87. Responses indicate a generally favorable atti- 
tude toward the Federal reserve system, but a disposition 
to wait for legislative action. 

QUESTION 2.—Should banks of less than $25,000 capi- 
tal be eligible for membership in the Federal reserve sys- 
tem? Answers: Yes, 368, no, 294; non-committal, 74. 
Few of the answers were accompanied by comments. 

QUESTION 8.—Would it be right and proper for Fed- 
eral reserve banks to pay interest on the balances of 
member banks? Answers: Yes, 543; no, 82; non-com- 
mittal, 

QUESTION 4.—(A) Do you consider satisfactory the 
regulations of the Federal reserve system governing the 
supervision and examination of state bank members? 
Answer “Yes” or “No.” (B) If such regulations are not 
satisfactory, what changes would you recommend? An- 
swers: Yes, 404; no, 240; non-committal, 92. Many corre- 
spondents suggest that the regulations of the. Federal 
Reserve Board regarding supervision in examination of 
state institutions should be made more permanent by 
specific amendments to the Federal Reserve Act. 

QUESTION 5.—(A) Do you consider satisfactory the 
conditions under which state bank members of the Fed- 
eral reserve system are permitted to make loans on real 
estate security? Answer “Yes” or “No.” (B) If such 
conditions are not satisfactory, what changes would you 
recommend? Answers: Yes, 350; no, 299; non-committal, 
87. Negative comments were that existing state laws 
regarding real estate loans were better adapted to local 
conditions than the provisions of the Federal Reserve Act 
and that experience had proved such state laws satis- 
factory both to banks and the public. 

QUESTION 6.—(A) Are the reserve requirements of the 
Federal reserve system suitable for your community and 
your institution? Answer “Yes” or “No.” (B) If such 
requirements are not satisfactory, what changes would 
you recommend? Answers: Yes, 496; no, 149; non-com- 
mittal, 91. The catagorical answers generally referred to 
the amount of reserves required under the Federal re- 
serve system rather than to the institutions in which they 
should be kept. 


QUESTION 7.—(A) Are the loan limitations prescribed 
by the Federal Reserve Act suitable for your community 
and your institution? Answer “Yes” or “No.” (B) If such 
loan limitations are not satisfactory, what loan limitations 
would you suggest? Answers: Yes, 239; no, 421; non- 
committal, 76. A large majority of answers expressed the 
opinion that respective state laws should govern limita- 
tions on loans. 

QUESTION 8.—What, if anything, can be done to avoid 
competition between Federal reserve banks and other 
banks? Answers to this question were generally sug- 
gestive that the Federal reserve banks should confine their 
activities as far as possible to discounts for member banks 
and transactions of the United States Government. 

QUESTION 9.—What, if any, changes in the Federal 
Reserve Act, or in its administration, are needed to incline 
your institution to become a member of the Federal 
reserve system? A majority of replies to this question 
were in the form of objections to (1) dual state and 
Federal supervision and examination, (2) limitation of 
loans, and (3) the Federal reserve plan of par collections. 


DEMOCRATIC SPIRIT 


The business meeting of the State. Bank Section of 
the American Bankers Association, Tuesday morning, Sep- 
tember 25, was appropriately opened with an invocation 
by the Rev. Wm. W. Blatchford, rector of St. James 
Episcopal Church of Atlantic City. The invocation was 
followed by an address of welcome, delivered by Hon. John 
J. White, Judge of the Court of Errors and Appeals of 
the State of New Jersey, who is incidentally one of the 
proprietors of the Marlborough-Blenheim Hotel and one 
of the substantial pillars of the marvelous city by the sea. 
The words of Judge White, coupled with the waves and 
zepnyrs of the ocean, inspired Vice-President E. D. Hux- 
ford to poetize as follows: 

“Atlantic City seems to me to be an enchanted spot. 
The first morning after my arrival, when I saw the rising 
sunbeams with a virgin kiss caress these shores, I made up 
my mind that I had found it—and afterward, when I 
was lulled to sleep by the murmuring melody of the 
rippling waves breaking upon these sandy shores, my first 
impression seemed to be confirmed—and now, sir, since I 
have heard Judge White, I am satisfied that Atlantic 
City contains the fountain of eternal youth. I am told 
that multitudes make pilgrimages to this enchanted spot, 
and renew their youth, by dumping all their accumulated 
cares and worries and responsibilities into the Atlantic 
Ocean, and I am told that this is the reason why they 
catch so many weakfish in these surrounding waters. It 
is said of Atlantic City that the women are only as old 
as they look, and I have not seen a homely one here yet; 
but that the men never grow old until they stop looking, 
and I have not seen a blind man here yet.” 

The democratic character of the State Bank Section 
was demonstrated by an informal discussion of the fol- 
lowing subjects selected by members: (a) Uniform State 
Banking Laws, (b) Simplified Bank Reports, (c) Bank 
Regulation and Politics, (d) Country Bank Problems, (e) 
Legislation and Legislators, (f) State Banks and the 
American Bankers Association. The -spirit of the Section 
was further illustrated by the adoption of an Indian head 
as the official emblem. 
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To perpetuate the democratic character of the sec- 
tion 4nd preserve equilibrium between city bankers and 
country bankers, a resolution was adopted that officers 
and members of the Executive Committee of the section 
be equally divided hereafter between city bankers and 
country bankers. The term country bank was construed 
to mean banks in cities of less than 25,000 inhabitants. 
The city bank was construed to mean banks in cities con- 
taining a population of 25,000 or more. The population 
of any city or village is to be determined on the basis of 
the last United States census. In accordance with the 
policy thus adopted, the following named officers were 
elected: President, E. D. Huxford, president of the 
Cherokee State Bank of Cherokee, Iowa; Vice-President, 
Craig B. Hazlewood, vice-president of the Union Trust 
Company of Chicago. Members of the Executive Com- 
mittee for three years: H. A. Moehlenpah, president of 
the Citizens Bank, Clinton, Wis.; R. S. Hecht, vice-presi- 
dent of the Hibernia Bank & Trust Comapny, New Or- 
leans, La. At a subsequent meeting of the Executive 
Committee, J. W. Butler, president of the First Guar- 
anty State Bank, Clifton, Texas, was elected Chairman, 
and George E. Allen was re-elected Secretary. 

The Secretary reported that during the fiscal year 
begun September 1, 1916, and ended August 31, 1917, 
1,060 state banking institutions joined the American 
Bankers Association and became voting members of the 
State Bank Section. Institutions that become members 
of sections other than the one section in which they 
choose to vote are known as associate members of such 
sections. “In accordance with the classification thus 
made,” said Secretary Allen, “ninety-five voting mem- 
bers of the Trust Company and Savings Bank Sec- 
tions have become associate members of the State Bank 
Section during the past fiscal year. The State Bank Sec- 
tion now has a total voting membership of 7,381 and a 
total associate membership of 1,070, making a grand total 
of 8,451. The membership of the State Bank Section has 
not been obtained through efforts that can properly be 
described as either strenuous or ingenious; but simply 
through general recognition of the fact that the crystal- 
lized thought and concerted action of the state bankers of 
America ought to be a potent influence in banking and 
public welfare. The democratic character of the State 
Bank Section has also added much of its size and 
strength.” 


FIDELITY AND BURGLARY INSURANCE 


Tle general session of the State Bank Section was 
animated by a discussion of the subject of fidelity and 


burglary insurance, led by H. A. Moehlenpah, of Wis- 
consin, who said in part: 

“On the questions submitted by the Insurance Refer- 
endum Committee, ‘the replies are more than eight to one 
in favor of the organization by bankers of a bankers 
company to write bank burglary and bonding insurance. 
Every state voted in favor of the proposition. Only three 
states, Massachusetts, Connecticut and Rhode Island, 
show a majority of less than five to one in favor of the 
question. 

“The vote is more equally divided on the question of 
whether the organization should be stock or mutual but 
preponderates in favor of a mutual company. The num- 
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ber of banks promising at least a part of their business to 
such a company is eighteen for each one refusing to pledge 
any business. 

“The premiums and losses for 1916 reported are as 
follows: 

5,112 banks 
premiums 
4,551 _ banks 
premiums 
1,771 banks 
premiums 


burglary 
$367,380 losses 


481,045 losses 


report 
$49,889 


59,773 
report depository 
25,285 losses 000 


$1,373,608 $109,662 

“On the total premiums reported the losses are less 
than 8 per cent. and deducting salvage would undoubt- 
edly bring the losses below 7 per cent. 

“The fact that the bank business is a highly pre- 
ferred risk is evident from a comparison of the above 
with the loss ratios of the companies on the entire bur- 
glary and bonding business. During the seven years end- 
ing 1916 the companies transacting business in the United 
States showed the following loss ratios: Burglary, 35.7 
per cent; Fidelity and Surety, 20.7 per cent. 

“The loss ratios shown by some of the largest com- 
panies for the year 1916 are: 


Fidelity 
and Surety Burglary 


American Surety Company 

Fidelity & Casualty 
Fidelity & Deposit Co 

Maryland Casualty Co 

National Surety Co 

U. S. Fidelity & Guar. Co 


“The profits from the business may be gathered from 
the fact that during the seven years ending 1916, twenty- 
three fidelity and surety companies made an underwriting 
profit of 11.6 per cent., in addition to profits from 
interest on investments. In other words, their net 
profits amounted to more than four times all the 
interest earned on the money handled. Twenty-one bur- 
glary companies made an underwriting profit of 7.3 per 
cent. or $1,839,060, to which they added an interest profit 
of 3 per cent. or $745,802, making a total profit of $2,584,- 
862, or 10.3 per cent. on $25,214,529 of burglary prem- 
iums. In this case the net profits were a little less than 
three and one-half times all the interest earned on the 
money handled. (Bests Insurance Reports, Casualty, 
1917.) 

“That the bankers are being overcharged for their 
burglary and bonding insurance cannot be disputed. A 
comparison of the rates charged shows that the rate for 
bank employees and officers is $2.50 per $1,000 and runs 
as high as $4, while the average rate for officers and 
employees in the postal service is $0.83, and the rate for 
R. Y. P. O. clerks and city carriers is $0.50 per $1,000 
(P. O. App. Hearings, 1917, p. 868). At these rates, the 
loss ratio on postal service bonds for five years ending 
1914 was 24.7 per cent. (Ib. p. 868). 

“Yet the surety companies, in 1909, through The 
Surety Association of America, proposed to increase the 
rates to government employees to an average of $2.71, 
and were only restrained by a law enacted as a result 
of an investigation which showed that on the basis of the 
proposed rates the companies would collect premiums of 
$923,357, against losses of $99,010, on the basis of the 
experience of the preceding five years. (Hearings, Pre- 
mium Charges of Surety Companies, 1909.) 
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“The United States Government has its own prece- 
dent for the establishment of such a fund. The Philippine 
Fidelity Bond Premium Fund was established in 1907, 
and has been in successful operation since. This fund 
established by the U. S. Philippine Commission is admin- 
istered by the Insular Treasurer under the direction of 
the Governor-General. The saving to the employees and 
the government in three years alone was $220,129. 

“England has a Customs and Excise Officers Mutual 
Guaranty Fund operated since 1857. The Canadian Post 
Office Department operates its own Guaranty Fund, estab- 
lished in 1898. This fund offers the advantage of paying 
all losses in full. Contrasted with this, the experience of 
the United States Government with the private surety 
companies is that the bonds are often wholly inadequate 
to cover the losses and further that the surety companies 
only paid 36.69 per cent. of the amount due the govern- 
ment on ‘legitimate losses, and much of that has been 
paid only after long and vexatious litigation.’ The Swiss 
Mutual Surety Company has been in operation since 
1883 and is practically the only surety system in Switzer- 
land. The French Mutual Surety Association was estab- 
lished in 1909, as a result of an investigation on the 
successful operation of the Swiss system. 

“It may be urged that the security to the bankers 
is enhanced by the transaction of other business by the 
present burglary and bonding companies. The contrary 
is the fact. These companies issue policies to the United 
States Government. Under the United States statutes 
every claim of the United States is a preferred claim over 
that of any other creditor. It follows that in the case 


of the failure of any surety company the United States 
will take from its assets payment of its claims in full and 
bankers and other claimants will take the remajnder. 
This grossly unjust law should be repealed, but while it 
stands no country should do business with both the gov- 
ernment and with others at the same time. 

“There are already two successful bankers mutual 
burglary and bonding insurance companies. One in Wis- 
consin has operated since 1913 and one was later organized 
in North Dakota. These companies are already returning 
a 25 per cent. dividend in addition to accumulating a con- 
siderable surplus. There is no reason why the bankers 
throughout the United States cannot by like co-operation 
secure even better results. In addition, these companies 
pay very substantial sums toward the support of the state 
associations and their protective departments.” 

W. S. Rearick of Illinois offered the following resolu- 
tion, which was unanimously adopted: 

“Resolved, That the State Bank Section endorses the 
following action of the Executive Council: ‘That the Ex- 
ecutive Council recommend to the coming Convention that 
the Insurance Referendum Committee be continued and 
made a Convention Committee and be increased by adding 
to its present membership the outgoing and the incoming 
presidents of this Association, and further recommend to 
the Convention, that the Committee be authorized to pre- 
pare such plan of organization as it may find necessary 
and ieee for securing a most satisfactory bank, 
burglary, fidelity and surety insurance at as near cost as 
may be found compatible with safety and good service, and 
make report thereon with its recommendations te the 
spring, 1918, meeting of the Executive Council, to be first 
approved by the Executive Council before submission at 
next annual convention.’ ” 


PRESIDENT HINSCH GIVES GET-TOGETHER DINNER 


On Friday evening, September 28, following the close 
of the Convention at Atlantic City, President Charles A. 
Hinsch gave an informal “get-together” dinner for the 
newly elected Presidents of sections, section secretaries, 
department heads and the members of the new Administra- 
tive Committee. The dinner was tastefully served in the 
Forest Room of the Marlborough-Blenheim and brought 
together at one table the men who will do the active execu- 


tive work for the American Bankers Association in the 
coming year. They exchanged ideas and experiences, and 
all, without exception, pledged to President Hinsch their 
undivided loyalty and co-operation. It was an inspiring 
gathering and promises well for the future efficiency and 
co-ordination of all departments and sections of the Ameri- 
can Bankers Association. Mr. Hinsch was voted an ex- 
emplary host. 


TOKEN PRESENTED TO COL. FARNSWORTH 


The general office staff of the American Bankers 
Association gave a luncheon party at the Bankers Club, 
Wednesday, September 19, with General Secretary Fred. 
E. Farnsworth as the guest of honor, in celebration of 
his completion of ten years’ of service in the office which 
he now holds. In behalf of those present, Assistant Sec- 
retary Fitzwilson presented to Colonel Farnsworth a 
handsome, silver-headed walking stick, suitably inscribed, 
as a testimonial of affection and esteem from his asso- 
ciates. 


Col. Farnsworth in reply spoke in a reminiscent 


vein about the Association and the general offices as 
they were ten years ago, when the nine employees were 
housed in three rooms; when the membership and the an- 
nual income were one-half of what they are today; when 
there were three sections instead of seven, and the Legal 
Department, Protective Department, monthly JOURNAL 
and other departments were not in existence and perhaps 
had not even been thought of. The occasion was a 
happy one and did a great deal toward cementing the 
spirit of harmony among the department and section 
heads and the main arteries of Association work. 
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Perhaps the most interesting and instructive as well 
as the best attended annual meeting of the Savings 
Bank Section was held in Atlantic City, September 25, 
1917. 

The splendid welcome accorded the section by Elwood 
S. Bartlett, president Atlantic City National Bank, and 
the response of President Noel was responsible for a good 
start. 

In the morning the subject of “War Loan Savings” 
was discussed by Hon. Basil P. Blackett, of the British 
Treasury, and Professor E. E. Agger, of Columbia Uni- 
versity. 

Previous to this discussion, President Goebel ad- 
dressed the meeting and stated in part: “The Savings 
Bank Section of the American Bankers Association is 
one of the most important sections, and perhaps the one 
needed most by the people of the United States, because 
saving is a virtue that the American people have not 
practiced as much in the past as they ought to have done, 
and the thrift principles endorsed by this great section 
a few years ago has perhaps done as much for prepared- 
ness for this awful ordeal that confronts us, as any other 
one endeavor. I believe it has caused the people of this 
country to sit up and take notice of the tremendous waste 
that has been going on about us. You know the United 
States has been called by many writers the spendthrift 
of the nations, but we are getting over it, and if the 
Savings Bank Section will continue its efforts in the next 
ten years as it has done in the last two or three years, 
we, too, will become a nation of savers and a nation of 
investors, and if ever we become a nation of savers and 
a nation of investors, there is no question as to what 
country will be supreme in this line, because we have 
resources and we have a higher grade of ability among 
our people than any other nation. To win the war means 
that every man, woman and child of this country has 
got to make some serious sacrifice, and the teaching of 
sacrifice of the pleasures and the comforts of the day 
for the future welfare is the special province of this 
great Savings Bank Section. 

Mr. Blackett’s address on “War Savings in Great 
Britain” was a splendid contribution to economic dis- 
cussion. In part Mr. Blackett said: 


Address by Basil P. Blackett 


It was not until January, 1916, that the British nation 
really tackled the war savings problem. It is most 
refreshing to see that in eighteen weeks of war the United 
States has in this matter already advanced to the point 
that the British nation had reached after eighteen months. 
The entry of the United States into the war has prac- 
tically eliminated such value as past savings possessed for 
providing goods and services for the war. Everything 
now depends on new savings, and the United States, I am 
sure, is not going to be behind hand in producing new 
savings. 

The story of the work of the National War Savings 
Committee in England and Wales is one of which we are 
rather proud, subject always to our confession that we 
were very slow in starting on this necessary work. In 
one sense, the whole campaign of the National War Sav- 
ings Committee can be summed up in the statement that 
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it has preached by all means in its power the gospel of 
goods and services. It has adopted all sorts of expedients 
to bring home to the people the economic arguments out- 
lined above to show that the war must be paid for out 
of new savings; that every cent of private expenditure 
which is not really necessary for health and efficiency in- 
volves a diminution of the goods and services available for 
winning the war. Extravagance and waste are treason in 
war time. 

The facts had become so obvious by the time the 


National War Savings Committee started, that, looking - 


back, one can see that success was inevitable, if only the 
necessary work was done in explaining the facts every- 
where. On the one hand, the workers of the country had 
never been so well off. Wages had increased generally, 
and for the time being, at least, they had increased faster 
than prices. Many more members of the family than in 
peace time were earning money, so that the family as a 
unit was much better off. Some of the extra earnin:s 
were being wisely invested in better food and better 
clothes for the children, but there was unfortunately a 
terrible amount of useless and wasteful extravagance. 
The cheap jewelry trade was booming, and it was obvious 
that but few of the workers were using the chance of 
their life to secure permanent improvement of conditions 
by putting by some of their extra wealth against a rainy 


day. The state was thus being called upon at one and the 


same time to provide goods and services for the war and 
to provide extra food and luxuries for masses of the 
people over and above what they had demanded in peace 
time. 

The cry of “Business as usual’ had taken a firm 
hold, and on all sides one heard the argument that the 
one thing to do was to keep money in circulation, and 
so do good to trade. Moreover, the National War Savings 
Committee adopted methods which were not altogether 
liked. Our first action was to try in some striking way 
to bring pressure to bear on the well-to-do; so that they 
might understand the need for saving, and set a good 
example to their fellows: There was an unfortunate idea 
that our campaign was directed entirely against the poor, 
and the poor resented it. Our experience has been that 
where the well-to-do have set the right example, the results 
have been amazing. 

We hit on the plan, drawing a lesson from the re- 
cruiting campaign, of placarding London with posters 
which, in the words of our first annual report, “provoked 
and stimulated discussion of the economic problems of the 
war.” This is a mild way of putting what really hap- 
pened. We had at our disposal an immense amount of 
poster space given free by the Government Departments 
and by patriotic citizens, and we covered them with such 
posters as the following: 

“Bad Form in Dress 
To Dress extravagantly in wartime is 
not only unpatriotic—it is 
bad form.” 
or, again, 
“Don’t ride a motor-car for pleasure.” 
the result of which was to make the timid mctorist fear 


attacks on the high road from the indignant and patriotie 
proletariat. 
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Naturally, the opposition of tradesmen throughout the 
country was aroused, but, what was worse, many of our 
serious-minded friends thought themselves compelled by 
their conscience to give us the cold shoulder. They sympa- 
thized keenly, they said, with the necessity for encourag- 
ing savings, but they could not have any connection with 
an organization which adopted such undignified and 
“American” methods. But the gospel prevailed, thanks 
to three things in the main: the real patriotism of the 
country, the devotion of a host of voluntary workers and 
the war savings certificate. 

I will deal with the war savings certificate first. 
You probably all know what it is, but you will perhaps 
excuse my dilating on its merits. The war savings certifi- 
cate is sold for 15 shillings and 6 pence, say, $3.87%4. It 
ean be obtained at any post-office and at a great many 
other places. The holder can get cash for it at a few 
days’ notice whenever he likes. If he cashes it within a 
year of the date on which he bought it, he gets his money 
back and nothing more. If he cashes it immediately after 
the anniversary of the date on which he bought it, he gets 
15 shillings and 9 pence for it; that is, with an addition 
of 6 cents to the purchase price. If he cashes it thirteen 
months after it was issued, he gets 15 shillings and 10 
pence; that is, with 2 cents more for the extra month, 
and so on for each extra month of its currency he gets 
an extra penny, or 2 cents. After it has been out for two 
years, it is worth 16 shillings and 9 pence, say, $4.18, and 
after it has been out for five years he gets a pound, or say, 
$5 for it. The rate of interest, if the certificate runs for 
the full five years, is about 544 per cent. compound. There 
is no liability for income tax or supertax, an attraction 
which was very important for people who are paying 5 
shillings in the pound; that is, 25 per cent. for income tax, 
and a further 10 to 15 per cent. for supertax. So great 
was this attraction that it became necessary to fix a limit 
of 500 to the number of certificates which might be held 
by any one individual. We were kind, however, to the 
suffragettes and to the wives and children of millionaires 
in that we allowed each member of a family, irrespective of 
his or her income, to hold up to 500 certificates. 

The certificates can only be held by individuals. Cor- 
porations or firms as such cannot invest. They are not 
negotiable, so that if a man wants the money he must cash 
the certificate. This form of government security has 
proved immensely attractive to the small investor (whom I 
purposely leave undefinded). It offers him absolute se- 
curity for his capital without market fluctuations. He 
is not ‘bothered (and the government is not bothered) 
with the issue of half-yearly interest warrants or the 
preparation of half-yearly coupons for infinitesimal 
amounts, which cost the government a great deal to issue 
and are of no use to the man whose sole capital consists 
of a few war savings certificates. The holder feels that 
his money is growing and accumulating for his benefit 
when he wants it, and that he will get his capital back 
after the war or when a rainy day comes, with a sub- 
stantial addition for interest. The working man in Eng- 
land dislikes a bearer bond because he does not know 
where to keep it, and has no safe in which to deposit it. 
His war savings certificate, while it represents to him his 
capital, cannot be stolen from him by a friend or burglar 
er wife. The attractions of the war savings certificates 
have been widely brought to the notice of the public by 
various means. In addition to the “crime” posters, which 
I have already mentioned, we covered London and some 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 277 


of the provincial cities with posters explaining what war 
savings certificates were, and how they could be got. We 
had one poster, which you copied in America, which was 
very effective: 


“124 cartridges for 15 shillings and 6 pence 
and your money back with compound interest.” 


This brought home to the girl in the munition factory how 
she could help her boy at the front. By buying a war 
savings certificate she could at one and the same time 
provide her boy with cartridges, provide the government 
with money with which to pay her for making cartridges, 
and put by a nest egg for herself against the day when 
he and she settled down as bride and bridegroom. This 
was a clear demonstration of the gospel of goods and 
services. 

But we did not rely solely on the war savings certifi- 
cate and its merits. We set to work to organize the coun- 
try, and have established local war savings committees 
covering the whole area of Great Britain. There is a 
separate organization in Scotland which started later in 
the day, but has followed the English methods with 
great success. At the present time there are about 1,500 
local war savings committees in England and Wales, that 
is, one committee for every 24,000 of the popr'ation. I do 
not know the exact number of committees in Scotland, but 
there, too, the whole area is covered. 

These committees are autonomous bodies, paying their 
own expenses, in direct correspondence with the national 
committee at headquarters and relying on its advice, but 
not subservient to it. The members of the local com- 
mittees are representative of all phases of the local life. 
The unpaid local magistrates and officials who are such a 
feature of English life have played a great part. The 
committees are usually under the chairmanship of the 
mayor or the chairman of the county council or of the 
urban district council, as the case may be. The borough 
treasurer is frequently the treasurer of the committee. 
The secretary is a volunteer chosen from among the 
active local workers of the area covered by the committee. 
The membership includes representatives of the trade 
unions, friendly societies, political clubs, women’s organiza- 
tions, churches, schools, local residents, etc. 

The functions of the committees are twofold. Their 
first duty is by propaganda of all sorts, public meetings, 
meetings held in works in the employer’s own time, draw- 
ing-room meetings, meetings in schools, churches, etc., by 
the distribution of literature obtained usually from head- 
quarters, and by personal effort on the part of volunteer 
helpers, to bring home the gospel of goods and services, 
and establish a strong local public opinion in favor of 
economy. But we have not allowed the committees to 
be mere talking institutions or debating societies. They 
have more to do than mere preaching. They have definite 
functions, namely, to set up war savings associations and 
to supervise them when they are set up, seeing that their 
accounts are audited, and that they keep alive. 

The war savings association is the final end of the 
chain which reaches from the government through the 
National War Savings Committee to the investing public. 
These are voluntary associations of people who club to- 
gether to invest war savings certificates. If thirty-one 
people get together and contribute 6 pence a week, that 
means that the treasurer has in hand each week the sum 
of 15 shillings and 6 pence which he can immediately 
take to the post-office and invest in a war savings certifi- 
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cate. The treasurer of a war savings association has the 
privilege, denied to any one else, of holding war savings 
certificates in blank for subsequent transfer to the name 
of an individual. As each member of an association in- 
creases his total individual subscription to 15 shillings 
and 6 pence, one of the certificates in the hands of the 
treasurer is allotted to the individual member. There is 
a certain amount of advantage to him in that he gets the 
certificate possibly thirty-one weeks older than it would 
have been had he set aside 6 pence a week, and taken 
the 15 shillings and 6 pence, when finally accumulated, to 
the post-office. The government, of course, has the ad- 
vantage of having the use of each of the separate six- 
pences from the moment when they are contributed. But 
the great advantage of the war savings associations is 
that people in co-operating and competing react favor- 
ably on each others’ saving propensities. A good many 
associations adopt a system of weekly or monthly draw- 
ings among those members who have completed a 15 
shillings and 6 pence contribution as to which shall get 
the earliest-dated certificate. This introduces a little 
excitement, and the pleasant sensation of a little flutter. 


Associations are formed in any group of people. 
The number of members may be as few as fifteen to 
twenty, or even less, or may be as large as 10,000. They 
have been formed in schools, churches, clubs, munition 
factories, factories of all sorts, business offices, trade 
unions, friendly societies, etc., etc. In one case of which 
I am thinking, a group of domestic servants formed the 
Blank Street War Savings Association. 

Associations have to be affiliated to the National War 
Savings Committee in order to obtain the privilege of 
having a free supply of account books, members’ cards, 
etc., and the privilege of holding certificates in blank. 
This affiliation is done through the local committees, which 
undertakes a general responsibility for the suitability of 
the officers of the association. The government is in no 
way responsible for the cash collected by an association 
until it has been invested in war savings certificates, but 
the decentralization of the work, and the provision for 
monthly returns and audit through the local committee, 
and the interest which one member takes in another mem- 
ber’s doings in a small community, have been sufficient to 
prevent any trouble with defaulting secretaries or treas- 
urers. 

A great many of the associations are inside works 
and firms’ offices, where the pay clerk does most of the 
active work of collecting the subscriptions, and the em- 
ployer frequently encourages the efforts of his employees 
by promising them the first sixpence or the first shilling, 
or the last sixpence or the last shilling toward a war 
saving certificate. We have been careful, however, 
throughout, to secure that the war savings associations 
shall be run by the employees or the workmen themselves, 
and not by the employer, as we have found that too much 
interest by the employer tends to make the workmen sus- 
picious. He sometimes thinks that if he is known to have 
saved a good deal the employer will think that he is 
over paid. The safeguard against this suspicion is the 
fact that once the war savings certificate is in the name 
of tha, workman no one knows whether he has cashed it 
or not. As a matter of fact, the total nuaber of war 
savings certificates issued during the sixteen months from 
the date they started to the end of June, 1917, was over 
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110,000,000, and of these only 1,500,000 had been cashed, 
and more than 500,000 of these which were cashed were 
cashed by people during January and February, 1917, for 
the purpose of taking up 5 per cent. war loan. As may 
be imagined, the War Savings Organization throughout 
the country did invaluable work in the War Loan Cam- 
paign. 

The number of war savings associations in existence 
at the end of June, 1917, in England and Wales, was 
35,000; that is, one for every 1,000 of the population; 
and there are 5,000 or 6,000 more in Scotland. I do not 
know the exact membership total, but it certainly exceeds 
5,000,000. 

In addition to providing war savings certificates for 
those who subscribe by installments, many of the war 
savings associations and nearly all of the local war say- 
ings committees act as postmasters for the purpose of 
selling whole certificates. Experience has taught us that 
there cannot be too many places at which certificates are 
sold. People will take a certificate if it is offered them 
on the spot, but 15 shillings and 6 pence is apt to dwindle 
away if it accompanies a man for a walk of even a quarter 
of a mile to a post-office. 

It is a remarkable fact that in spite of the special 
attractions of the war savings certificate, and of the large 
sums—nearly $500,000,000—invested in them, the savings 
campaign has given an impetus to every one of the older 
institutions for encouraging savings. The Post Office 
Savings Bank, the other savings banks, the building 
societies and other co-operative societies, all show record 
increases in their deposits, and those responsible for them 
have, in consequence, nearly all been hearty and valu- 
able workers for the war savings movement, though at 
first~their fear of competition threatened to cause much 
difficulty. 

This last point is one which should appeal specially 
to an audience of bankers. The war savings movement 
has in the first place increased savings banks deposits 
during the war. Still more important, it is educating a 
vast new army of future clients for savings institutions 
after the war. Finally, it cannot fail to be of enormous 
significance in the future state of England that one in 
every four of the population, at the very least, is a direct 
holder of government securities. 


Professor Agger explained the economics of war sav- 
ings in a most interesting manner. 

The afternoon session consisted of several important 
discussions. Perhaps the principal address was that of 
Lawrence Chamberlain on “Savings Bank Bonds in War 
Time.” The address follows in full: 


Address by Lawrence Chamberlain 

A brief title, or topical index, seldom can be properly 
definitive. What you are interested in, as trustees of 
funds invested and to be invested in savings bank bonds— 
what I am interested in, as a dealer in savings bank 
bonds—are three things: 

First, the possible impairment of the safety of the 
investment due to war-created, economic upheaval. 

Second, the possible loss of convertibility of the invest- 
ment due to cessation of demand on the exchanges and 
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to the collapse of the distributing structure built up by 
the bond houses. 

Third, the actual and prospective impairment of the 
investment due to change in interest rates and the decay 
of credit. 

These things interest us, not with respect to the Civil 
War or to the Spanish War, or with respect to England or 
France in the present war, except as we find any safe 
analogies. But they touch us to the quick—as to the wel- 
fare of savings bank bonds held in America from now on 
till, say, a year or two after the end of the present war. 

I am not qualified to discuss the subject as just 
outlined, particularly the latter part of Subject III: Future 
Prices Changes. I know of no one who is. When I left 
this country last May for England and the battlefields of 
France, I could well have afforded to pay $100,000 for an 
intelligent understanding of the forces at work creating 
the conditions which have affected savings bank bonds 
since, and many of you gentlemen represent institutions 
that could well have afforded to pay substantial multiples 
of that sum. 

But if the stake is as great as this, any seemingly 
reasonable discussion catches our attention, for, positively 
or negatively, any one directing the employment of invesi- 
ment funds must take a position. He must decide: 

(a) Whether he shall keep practically all of his money 
working—about once in a generation the treasure chest 
of the Middle Ages assumes a resurrected importance in 
business life. 

(b) What proportion of his money shall be loaned for 
fixed periods—particularly long periods? 

(c) What shall be the loan channels through which 
this money shall flow? 


And the position he will take on these matters will or 
should depend on his solution of the three uncertainties 
above described. 

Turning then to the first of three problems—is the 
safety of bonds owned by savings banks in danger of 
impairment because of war-created economic upheaval? 
In considering this question, let us remember that safety 
is a relative term, like virtue, and that investments have 
several forms of safety. Safety of the principal is or 
may be a very separate thing from safety of the interest, 
i. e., the rental for the use of the principal. In moderately 
long-term bonds safety of the interest is more important 
than safety of the principal. And then there is that 
safety of the principal involved in re-acquiring at the 
expiration of the loan a sum of money equal to the sum 
originally lent and of equal purchasing power (this is 
called security in redemption or safety in redemption). 
And there is also that safety of principal sum lent in- 
volved in being able to cancel or liquidate the loan at any 
time prior to maturity for an amount equal to “he sum 
onizinally lent and of equal purchasing power. This is 
safety in liquidation or security in liquidation. But this 
latter involves our third problem particularly—price as 
affected by interest rates. To comment on the possible 
impairment of safety without thought of these differentia- 
tions is to overlook one or more parts of the problem. 

This war up to the time of our entrance into it cer- 
tainly had not created internal conditions hindering cor- 
porate American borrowers in their duty of passing inter- 
est on their debts. If high prices have increased the cost 
of operation, high prices have increased the gross income 
from which to pay them. 
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The ratio of operating expenses to gross. income may 
have increased, and the ratio of the net income to the 
gross thereby may have decreased, but nevertheless the 
ratio of fixed charges to net income has decreased—which 
is the main interest of the bondholder—for that ratio repre- 
sents his margin of safety. 


But the war has made more difficult the refunding 
of maturing debts—not directly because of any decreased 
earning power, but because of decreased security buying 
power—in other words, not because of flatulent industrial 
conditions, but only because of monetary conditions to be 
discussed in Problem III. 

It is unlikely that our entrance into the war will 
change this situation. Gross earnings may be curtailed 
somewhat through price fixing, but such samples as we 
already have had of this kind of dictatorship are re- 
assuring. The government must live out of profit-taxes, 
therefore profits must be cultivated in order to be taxed. 
Net profits, to be sure, may go pretty much to the tax 
collector, but that is not the direct concern of the bond 
owner. His interest and any amortized instalment of 
principal are paid before the tax collector gets a share. 

What is true as to the safety of the bonds of private 
corporations—so far as they are affected by economic con- 
ditions—is true of the bonds of municipal corporations, 
though for other reasons. The prosperity of the factory 
and the store is the prosperity of the town. There has 
been no let up in the growth of the nation’s wealth as 
expressed in assessed and true realty and personalty valu- 
ations, and none should be expected during the war. At 
least until then and for some time afterward municipal 
solvency will be even more academic matter than it has 
been this past decade of riotous municipal living, for the 
increased cost of new work and the greater difficulty in 
obtaining new capital should tend to lessen the ratio of 
municipal debt to municipal assets. And be it remembered 
that although the same assets support and acquit the 
total of a country’s corporation debts and its municipal 
debts, the tax collector of the municipality (like the 
treasurer of the corporation) culls from corporate assets 
or gross earnings the taxes that pay the municipal debt, 
as charges prior to the collection of Federal income or 
profit taxes. 

But let us not misunderstand. There have been forces 
at work for many years—for eleven years, to be exact— 
forces at first economic, then social, then political—tend- 
ing to impair the safety of American bonds. The effect 
found natural expression in bond prices. Before the Inter- 
state Commerce Commission in the winter of 1914-15 I 
endeavored to make clear not only the universality of this 
impairment, but the particularity of legislative injustice to 
railroad bonds. And I guess it is now an open secret that. 
such measure of justice as the railroads obtained at that 
time was due to the fact that the savings bank men wére 
able to show .the administration how big a stake in the 
railroads of the country the people had through their 
deposits in the savings banks. 

Municipal and private corporations of a character to 
have obligations legal for savings bank investment in 
those states where investment restrictions mean any- 
thing, and types of bonds that these restrictions make 
legal, have a moderate assurance of such equity in assets 
and earning power that the financial reversals possible 
in two or three years more of this war could not deplete 
them so as to impair the safety of the investments. 
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In discussing this first problem, to a certain extent 
we have been setting up a straw man to knock down. 
Not so with the second, Marketability. If the public 
markets, from whatever causes, and the private media of 
distribution, the bond houses, lose any further degree of 
investment demand, bonds of the savings bank class will 
begin to sell for what they will bring rather than for 
what they are worth; and what they will bring may come 
to mean such a price as to make it inexpedient for any- 
body to sell. There will really be no market. 

Few people realize the stimulus and support that 
the American system of bond houses gives to the Amer- 
ican bond market. In proof, very few even of the high 
grade listed rail bonds have their real market on the New 
York Board. The close market is at the trader’s desk 
in the bond house, and the bulk of transactions in listed 
bonds is off the Exchange. But the bond houses are not 
merely traders and brokers, they are heavy buyers for 
“stock” as the storekeeper says, whenever they deem 
prices and the prospect of resale fair. It is to be doubted 
whether the bond houses can afford to buy for stock until 
the end of the war is at hand. Without question the 
bond business gets the best men of the country and in- 
vestment business has been growing so fast they are 
young men for the most part. The country’s call, there- 
fore, has left only a small remnant of the nation’s secur- 
ity distributors, and these must be giving and be obliged 
to give, while the war lasts, nearly a quarter of their 
business time to the Liberty Loans. Therefore, between 
the uncertainties of buying for stock, and army and other 
government service, the bond houses, during the re- 
mainder of the war, will be of less than usual service in 
sustaining markets. 

It is pardonable for a member of that fraternity to 
say here, by way of parenthesis, but with full and earnest 
conviction, that he believes the men—the rank and file— 
in this business are making greater sacrifices in this war 
and giving more generously of themselves than the men 
in any other business in the country. Otherwise the bond 
business does not get the best men in the country. 


But to resume, if the savings banks are not going to 
continue to buy the old line of bonds, and if there will be 
a few bond men to place this old line with the general 
public, then the present sources of a ready market are 
gone. Two remedies occur to mind. The first is to get 
the bond men back. England, of course, has no such 
system of security retail merchandizing as our’s and 
Canada’s. No other country in the world has. But there 
is, nevertheless, in England a class of men who are 
coming as intermediaries between issuing corporations 
and the counselors to estates and these men (who largely 
volunteered in the early days of the war) I am given to 
understand were called back, as among those who could 
serve their country better in their vocation at home than 
on the front. 


But under present conditions such a plan would not 
work with us. Under present conditions the bond houses 
of the East could not afford to take their men back— 
which is paramount to saying that their going solved an 
embarrassing problem. Are there many kinds of busi- 
ness which could afford to run at capacity, pay all the 
various kinds of taxes everybody else has to pay and 
then contribute to the government for between one-fourth 
and one-fifth of the time, the services, and the product 
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of all of its men? That is what the government asks of 
our business and we do it ungrudginely. But that doesn’t 
prevent it from being all wrong, and from making impos- 
sible the return of our bond boys to a field of service in 
which under other conditions they might be needed. 

The other remedy for a growing unmarketability is 
to remove the necessity for sale by making the bonds con- 
vertible into cash in some other way. There are only 
two/ kinds of convertibility: through sale and through 
hypothecation. But it certainly does not relieve the gen- 
eral financial situation for the savings banks to have 
recourse on such terms to the commercial banks, except 
if the commercial banks in turn might reinforce them- 
selves by shifting the load through rediscount upon the 
Federal reserve banks. The national banks already own 
21 per cent. more bonds than they did a year ago. But 
the simpler and perhaps better plan would be to revise 
the act to permit direct hypothecation during the period 
ef the war with the reserve banks. 

It would be a dangerous precedent for the principle 
is unsound. No unmarketable or semi-unmarketable 
paper, which also is not presently self-liquidating, should 
be subject to rediscount. When the Federal Reserve Act 
was in process of composition, the Investment Bankers 
Association, which like your own good Association was 
following its progress closely, took a private stand at 
the expense of its own interests in opposition to the 
rediscount privilege as applied to paper secured by stocks 
and bonds. But many rules are off in war times and 
probably this should be one of them; for if not, what other 
remedy is there? 

But in proportion to the unsoundness of this redis- 
counting should be the rapidity with which the savings 
banks be obliged to take up the collateral on the resump- 
tion of conditions more nearly normal. 

The third problem relates to the impairment of the 
investment due to change in interest rates and the clear- 
ing of credits. The problem is to imitate action that will 
anticipate price changes. One cannot assume that there 
is no loss and therefore no problem in the case of those 
banks which find that they are not obliged to sell their 
long bonds. If their withdrawals realize expectations 
and they do not liquidate their long loans, it is because they 
have short loans and mortgages that can be liquidated to 
better advantage. 

The sale of these more or less liquid assets leaves 
the bank so much the weaker because the best resources 
have been sacrificed—first, by selling short loans when, 
if prices had permitted, they would have sold long loans; 
they have not met the issue but have postponed or avoided 
it—which may, of course, be the right thing to do. 

The longest trenches or swings we have in financial 
history are those of interest rates or the prices of credits. 
If we may now consider that we are at or near the lows 
est point in the long ebb and flow of credit, then we have 
to go back twenty-one years to 1896 to find the previous 
low year from which was built the great advance in bond 
prices culminating in the two peaks of 1902 and 1906. 
This advance interests us only if the conditions or causes 
which brought it about can be applied now. A careful 
analysis and comparative examination of many possible 
factors, made several years ago and tested in the light 
of subsequent experience, leads me to the belief that this 
great advance in bond prices, or decline long interest 
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rates, was due to the fact that this country, at least, 
was the beneficiary of an annual increase in the ratio 
of its gold stock to its things purchasable—commonly and 
less accurately called commodities. 

The significant thing is,not that the gold stock in 
the United States reserve increased—it still increases 
almost every year—but that the rate by which it increased 
kept on increasing. In this way was produced a stimulus 
not unlike the stimulus of a drug. For if you slightly 
increase the amount of the drug each day you will get 
no increased exhilaration; you may get a gradual depres- 
sion. But as long as you increase the rate of increase 
in the amount of the drug you should get greater stim- 
ulus until something snaps. 

The decline in bond prices (and in numerous other 
prices) since 1906, has continued with some slight re- 
action for the past ten years. During this period there has 
been a decline in the rate of increase in the gold supply. 

The bond buyers’ index for municipal bonds, based 
on the average net income returned on sale price of the 
ponds of the largest cities of the United States, most of 
which are “legal municipals,” shows a rise in interest 
rates, from 3.53 per cent. in 1906 to 4.16 per cent., the 
average for the year immediately preceding the outbreak 
of the war. On a 25-year 4 per cent. bond this would 
represent a decline in price of considerably more than ten 
points, or about 10 per cent. . 

Our entrance into the war tremendously increased our 
gold stock—by about $1,250,000,000—and the natural sup- 
position would be that bond prices, including savings bank 
bond prices (for there is no conflict of price tendencies 
among the different classes of bonds), would obtain their 
share of this security price uplift that fell so largely to 
stocks, but any such resurgence has been ephemeral, and 
now we find the long municipal about 6 points or per cent. 
lower than they were the year before the war broke out, 
and 8"; per cent. lower than they were in January of 
this year, which marked the high point of municipal 
bonds for the war. 

One would suppose municipal bonds to be relatively 
sustained by their freedom from various forms of taxa- 
tion, but this has not greatly availed them. The decline 
in the average price of corporation bonds has been about 
9 points from the high of the year, but their present low 
figure is only 1% points below the low figures of the 
winter of 1914-15, subsequent to the opening of the Stoc!: 
Exchange. 

If we have nursed a pet theory as to the main cause 
of bond-price movement which breaks down under the 
tests of war conditions, we ought at least to furnish a 
plausible excuse. It is this: Interest rates (and therefore 
bond prices) represent the price which people are willing 
to pay to borrow money, and the rental at which peopie 
are willing to lend their moneys. But if the continuance 
of your existence is at all problematical, the charm is gone 
out of the future return of money to you. The support 
of low-bond prices in peace is the high-rental value of 
borrowed money. Now your incentive is to spend your 
dollars—not lend them—to scramble for commodities. 

This condition should obtain until the end of the war 
is in sight, or is thought to be in sight, but at the present 
and for the next few weeks bonds, particularly of the 
savings bank class, may be temporarily over-depressed in 
a to the necessity of paying for the next Liberty 

oan, 


Nevertheless, the trend of savings bank bond prices 
should continue downward, as long as the conditions which 
negative an otherwise normal uplift remain with us. We 
have yet to feel the full force of the competition from 
government bonds issued at increasing rates of interest 
and in amounts approaching a billion dollars a month. A 
bank man who does not prepare for the eventualities of 
governmental borrowing at the rate of a thousand million 
dollars a month for the next three years—well, he simply 
hasn’t reckoned with the possibilities of this war and with 
the character of the English who are fighting this war. 

But it does not follow that because a quotation of 
two billion dollars Liberty Loan, assisted in a 5 to 10 point 
subsidence in the price level, that a three billion dollar 
loan would drop that level 7 to 15 points further, or a 
four billion dollar loan 10 to 20 points further. If it is 
permissible these days to quote an old German adage—an 
adage which by the way the Germans themselves forgot 
when they set out to conquer the world: “No tree ever 
grows quite to Heaven’”—there is a limit to all things. 
There is a limit to the possibilities of descent in savings 
bond prices. The bonds can only sink to zero, unless they 
are assessed. So there is much to be thankful for. 

But seriously, there may be a brighter side to the 
picture. The German logicians may come forward and 
prove to this race of “super-men” that unconditional sur- 
render is wiser now than after the United States has 
really sized up the Hun family and the LaFollettes, the 
Gronnas, the Buchanans and the Thompsons, who have 
strangely mixed our thinking. For if we ever rise through 
suffering like that of France, to resolution like that of 
England, and thence to sacrifice like that of New Zealand, 
who has sent the mother country 10 per cent. of the total 
population within her borders and 25,000 a month addi- 
tional still are coming—if ever we have this equivalent, 
10,000,000 men on and back of the firing line, we will 
do with our allies what England and France really want 
to do in the interest of a higher humanity—obliterate 
Germany as a body politic. You may be sure the inevi- 
table German thinker has figured this thing out. 

I say that if the logic of this situation is being brought 
home to the Germans, they may decide rather unexpectedly 
to us to throw off the Hohenzollerns and the entire Prus- 
sian yoke, and seek for themselves, with our subsidized 
influence and during our state of provincial ignorance, 
terms they never could obtain later. 

If they do we shall see, in all probability, a recovery 
in the market value of savings bank bonds that will delight 
no official more than every bond man, and since this 
recovery will follow a decline without statistical warrant, 
in fact, will follow a decline that by all the rules of the 
Medes and Persians should have been an advance, the 
recovery should be sustained and go far. 

But all this is only a hope, and in terms of the wel- 
fare of the human race and of centuries, doubtless it is a 
hope that ought not to be realized until the millions of 
young men of the French and English-speaking peop'es 
come to know each other through that finest possih'’e 
fusion of common sufiering and common endurance for 
common ideals, which only this first and last world war 
could have brought about. Out of that fellowship can 
arise an international police to put a period to inter- 
national brutality. 

But, meanwhile, and until the end, whether this mi+- 
winter or three years hence, the most optimistic estimaie 
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of the bond requirements of the government of the United 
States should exceed one billion dollars a month. 

The savings banks and the bond dealers are not the 
only sufferers. The credit of all corporations must suffer 
in the complications. There must be no let up in industry, 
and therefore no let up in private corporation borrowing. 
If the corporations issue their long bonds at record low 
prices, it hurts the market and prices of the bonds you 
now own. If, however, they can issue short notes on the 
almost prohibitive terms of competitive rates securing 
those notes by bonds now legal for savings banks, with 
ample ecwity in present true market value of the “legal” 
collateral, and if for the period of the war, at least, sav- 
ings banks be permitted to purchase such note, the cor- 
porations will be helped, the long legal bonds will be helped, 
and the savings banks will be helped by the withdrawal 
of the long legals otherwise pressing for sale, and by the 
opportunity to invest in high-interest bearing paper pro- 
tected as to market by early maturity, and as to safety 
by the nature and amount of the collateral. 

In conclusion then: 

First.—It rests with the government whether there 
shall be any impairment of the safety of the savings bank 
bonds, due to war-created economic upheaval. Based on 
our experience in the railroad 5 per cent. rate case and on 
recent price-fixing by the government, we nave little to 
fear in this respect. 

Second.—With the continuance of the war, under pres- 
ent conditions we are led to expect a weakening for both 
listed and unlisted securities, due to a subsidence of in- 
vestment and mercantile demand, neither of which can be 
stimulated by the efforts of the distributing bond houses. 

Third.—The present impairment of savings bank bond 
investment as represented in market prices is likely to 
continue until the investing public believés that peace is 
at hand. 
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Fourth.—Both convertability and price would be sub- 
stantially benefited if arrangements be made for hypothe- 
cation of these securities with Federal reserve banks. 

Fifth—Corporate credit in general and savings bank 
investment conditions in particular would be improved by 
legalizing the notes of obligors, secured with ample security 
by the bonds of these obligors, when the bonds which form 
the collateral are already legal investments. 


Dr. H. H. Wheaton, specialist in immigrant educa- 
iion, Department of the Interior, Washington, D. C., 
proposed an “America First” campaign for American 
savings institutions, with the result that the following 
resolution was unanimously adopted: 


That the Savings Bank Section having heard the sub- 
ject of the “America First” campaign, heartily concurs in 
the sentiments expressed, and suggests to the Honorable 
the Secretary of the Treasury that the next loan be 
named “The ‘America First’ Liberty Loan.” 

Later, at a meeting of the Executive Committee a 
sub-committee of the section was created for the purpose 
of co-operating with Dr. Wheaton in an “America First” 
campaign. 

Leonard G. Robinson, president of the Federal Land 
Bank of Springfield, Mass., gave a very interesting dis- 
cussion on “Granting Amortized Loans by Savings Insti- 
tutions.” 

The following officers were elected: President, Joseph 
R. Noel, president Noel State Bank, Chicago, IIl.; Vice- 
President, Victor A. Lersner, comptroller Williamsburgh 
Savings Bank, Brooklyn, N. Y. Members of Executive 
Committee, 1917-1920, S. Fred Strong, treasurer Con- 
necticut Savings Bank, New Haven, Conn.; B. F. Saul, 
president Home Savings Bank, Washington, D. C.; W. A. 
Sadd, president Chattanooga Savings Bank, Chattanooga, 
Tenn. 


THE STATE SECRETARIES SECTION 


The Staie Secretaries Section (organization of sec- 
rétaries of state bankers associations) thanks to a care- 
fully thought out and comprehensive program, held a 
right little, tight little meeting at Atlantic City, the most 
interesting of recent years. Twenty-eight secretaries 
answered the roll and the program called for discussion 
of a number of live topics. S. B. Rankin of Ohio, presi- 
dent of the Section, presided. 

J. S. Hill of West Virginia discussed “An Associa- 
tion’s Part in the Sale of Liberty Bonds”; Edward J. 
Gallien of New York, “Membership Bulletins and Waste- 
paper Baskets”; George D. Bartlett of Wisconsin, “Col- 
lections and Requests for Ratings’; Haynes McFadden 
of Georgia, “Toiling with and in the Toils of the Legis- 
lative Octopus”; W. C. MacFadden of North Dakota, 
“Mutual Insurance”; W. A. Philpott of Texas, “Torpedo- 
ing the Non-Member”; Andrew Smith of Indiana, “Should 
We Proceed with the Book of Proceedings”; R. E. Wait 


of Arkansas, “Official Organs”; W. F. Keyser of Missouri, 
“County Bankers Associations”; M. A. Graettinger of 
Illinois, “Office Management and Records”; W. W. Bowman 
cé Kansas, “Keeping Off the Grass.” 

The officers elected are: President, George D. Bartlett, 
Wisconsin; first vice-president, Fred H. Colburn, Cali- 
fornia; second vice-president, Robert E. Wait, Arkansss; 
secretary-treasurer, T. H. Dickson, Mississippi. The 
Board of Control consists of the retiring president, S. B. 
Rankin, ex-officio; George D. Bartlett, Wisconsin; George 
W. Hyde, Massachusetts; William A. Hunt, North Caro- 
lina; D. S. Kloss, Pennsylvania; Paul Hardey, Colorado. 

The secretaries were visited in the course of their 
session by President Peter W. Goebel of the Association. 
General Secretary Farnsworth, Chairman Joe Hirsch of 
the Agricultural Commission, and M. L. Requa, Director 
of Organization of the Food Administration Board. 
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THE TRUST COMPANY SECTION 


The twenty-second annual meeting of the Trust Com- 
pany Section, held in the Marlborough-Blenheim Hotel, 
Atlantic City, September 25 and 26, was more largely 
attended than in several years. Marked interest and en- 
thusiasm prevailed, and the members in attendance were 
warm in their praise of the topics and other practical 
features presented at both meetings. 

At a meeting of the Executive Committee considera- 
tion was given to the subject of communicating to the 
Federal Reserve Board the views of the Executive Com- 
mittee in respect to certain features relative to the grant- 
ing of fiduciary powers to national banks. 

The first session was called to order by President 
McCarter on Tuesday at 2 p. M. Dr. Henry Merle Mel- 
len of the First Presbyterian Church, Atlantic City, 
offered the opening prayer, which was followed by an 
address of welcome on behalf of the Trust Companies of 
New Jersey by William Chambers, president Vineland 
Trust Company, Vineland, N. J., and president New Jer- 
sey Bankers Association. 

Before delivering his annual address, President Me- 
Carter called attention to the large number of ladies in 
attendance, and expressed the wish of the Executive 
Committee and members that they attend all meetings 
of the section. 

For the first time in the history of the section a 
special invitation was given to women to attend the meet- 
ings. The front cover of the section program contained 
the following: 

“As a large number of women are vitally interested 
in the operation of trust companies through the admin- 
istration of estates, as well as other functions performed 
by these companies, all women in attendance at the Con- 
vention are most cordially invited to be present at the 
sessions of this section.” 

The President in his annual address reviewed in brief 
certain phases of the economic and financial situation 
throughout the past year, bringing especial emphasis to 
bear on the movement of trust companies into the Federal 
reserve system and the co-operation of trust companies 
in “reconsecrating themselves to'the service of the gov- 
ernment in any manner in which they may be of use.” 
In closing he said: 


It, therefore, behooves the present-day banker to so 
manage his institution as to be ready and able to meet 
changing conditions, for the solving of which, as before 
said, there is no established precedent. He should be 
prudent and conservative, but in so acting he should con- 
tinue and furnish credit where credit is needed and where 
it is deserved. Conservatism does not mean the complete 
shutting down on business. On the contrary, no greater 
evil could befall the country than that the banker should 
ruthlessly withdraw all credit and cause a suspension of 
business. He should endeavor, however, to keep his 
business well in hand and to advance cautiously and above 
ail things to prepare for a great foreign invasion of busi- 
ness after the close of the war. It is essential, due to 
the existing war conditions, that the nation should be- 
come a nation of thrift and saving, and no more impor- 
tant duty devolves upon the banker at the present time 
than that he should preach the gospel of thrift to his 
customers, and the public generally, as only through a 
widespread adoption and practice of thrift by the people, 
to a degree hitherto unknown to the American people, 
can the government meet the vast financial necessities 
caused by the war. 


During the continuance of the war, therefore, it 
would seem as though the American banker would have 
ample opportunity to employ his best talents in assisting 
the government in the handling of its many problems, as 
well as those which arise in his own business and it, 
therefore, behooves all of us to keep our several institu- 
tions under firm control, to the end that, come what may, 
the bankers will be prepared and fully equipped to do 
their part. 

“The Relation of Trust Companies to the Federal 
Reserve System” was treated through the presentation 
of two papers bearing upon this subject by Breckinridge 
Jones, president Mississippi Valley Trust Company, St. 
Louis, Mo., and Frank W. Blair, president Union Trust 
Company, Detroit, Mich. 

A general discussion of this subject followed the read- 
ing of these papers, brief talks being made by Messrs. 
J. F. Curtis, counsel of the Federal Reserve Bank of New 
York; D. F. Guinan, Mahanoy City, Pa.; Lucius Teter, 
Chicago; J. H. Mason, Philadelphia; H. C. Robinson, 
Cleveland; A. A. Jackson, Philadelphia; P. J. Slach, 
Cleveland, and others. 

At this point in the program P. W. Goebel, President 
American Bankers Association, visited the meeting, and 
upon being invited to address the section, spoke briefly but 
in the highest terms of the work accomplished by the sec- 
tion during the past year. 

Wm. T. Kemper, chairman Commerce Trust Com- 
pany, Kansas City, presented a resolution calling for the 
appointment of a nominating committee of five to select 
five new members of the Executive Committee for the 
term ending 1920. The Chair appointed the following 
gentlemen to serve upon this committee: W. S. McLucas, 
president Commerce Trust Company, Kansas City; John 
S. Stites, president Louisville Trust Company, Louisville, 
Ky.; John L. McNeil, president Durango Trust Company, 
Durango, Colo.; M. H. Grape, vice-president Union Trust 
Company, Baltimore; E. L. Johnson, president Leavitt & 
Johnson Trust Company, Waterloo, Iowa. 

“War Time Readjustments in the Clerical Force” was 
the next subject discussed, and brought forth a number 
of concrete ideas of assistance in the process of read- 
justment, including the problems of substitution of women 
for men, and their method of training. 

The Secretary then presented the matter of a ques- 
tionnaire as follows: 

A compilation of interest and value to all members 
of this section, aiming toward closet co-operation between 
them and the section office, was outlined briefly in the 
March issue of the JOURNAL of the American Bankers 
Association. 

The work was announced to begin at once, but on 
account of the declaration of war, and the subsequent 
flotation of the Liberty Loan, it was postponed. 

Immediately following the Convention it is the pur- 
pose to address a series of questions, as shown herewith, 
to all members _ of the section, in order that the Secretary 
may begin an intensive service along the lines indicated, 
as well as prepare compilations which it is believed will 
be of value to every member of the section. 

The questions are designed to be answered without 
reference to books of record, and several of them may be - 
answered with simply “Yes” or “No.” The information 
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so far as individual companies is concerned will be held 
in confidence, only total figures for the entire country and 
certain sub-divisions thereof published. 


Questionnaire 


How many of your employees are stockholders?......... 
Please name the various departments of your company... 


What is the approximate total of your corporate trusts? 
Please furnish the names of those in your company spe- 
cializing in individual trust matters, and to whose atten- 
tion should be directed items of interest along these lines. 


How many branch offices do you maintain?.............. 
Do you mail statements periodically to customers in your 


This questionnaire was adopted to be sent to all 
members. 

A fac-simile of the oldest-known will was placed on 
exhibition, together with five charts on “Testing Wills 
Before Death,” loaned by Daniel S. Remsen of the New 
York Bar. The delegates present took such a deep interest 
in this exhibition that a motion was made and carried 
that the officers of the section be requested to take up 
with the author the matter of reproducing the charts for 
distribution to the members. 

The question of “Trust Companies and the Liberty 
Loans” was then opened for discussion, after which the 
part taken by trust companies was reviewed and the chart 
and compilations made as a result of the activities of the 
General War Loan Committee of the Association fully 
explained, 
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An exhibit of books of interest to trust companies was 
then examined by the delegates, after which the meeting 
adjourned until 10 A. M. the following day. 


The second session was called to order by President 
McCarter on Wednesday, September 26, at 10.15 a. m. 
Hon. George L. LaMont, Commissioner of Banks of the 
State of New Jersey, addressed the members briefly, sat- 
ting forth the crisis through which the financial institutions 
and the country are passing at this time, closing with these 
words: “It is time for us to begin to look ahead and 
plan what we can do when the way is clear, and how 
we can best do it, and not come to the task unexpectedly.” 

John W. Platten of New York presented his report 
as Chairman of the Executive Committee. This report 
set forth in detail the important topics brought before 
the Executive Committee during the past year, and activi- 
ties resulting therefrom. It also contained advanced figures 
of trust company resources, which now amount to about 
$9,000,000,000, and will be reported as such in the forth- 
coming edition of “Trust Companies of the United States.” 

Interesting and valuable reports were also rendered 
at this meeting for the Committee on Legislation and 
Special Committee on Legislation, by Uzal H. McCarter of 
Newark, Chairman of both Committees; Committee on 
Protective Laws, by Lynn H. Dinkins of New Orleans, 
Chairman; Special Committee on Federal Reserve Act, 
by John H. Mason of Philadelphia, Chairman; Special 
Committee on Publicity, by James M. Pratt of New York, 
Chairman; and the Secretary. 


At this point S. Davies Warfield, president of the 


Continental Trust Company of Baltimore and president of 
the National Association of Owners of Railroad Securities, 
was invited to address the meeting. Mr. Warfield stated 
clearly the purpose of the new Association of Owners of 
Railroad Securities, which he said was to do whatever 
it properly could, through its officers and committees and 
general membership, to protect investments made in rail- 
road securities. “We do not propose,” he said, “any con- 
troversy with the railroads, nor on the other hand shall 
we undertake to answer for them. It is our intention at 
all times to exercise such rights and powers as belong to 
the ownership of railroad securities.” His address was 
followed by the passage of a resolution approving the 
forming of this association and recommending to the indi- 
vidual members of the section that insofar as practicable 
they join the association. 

The nominating committee appointed at the meeting 
on Tuesday placed in nomination the following, who were 
unanimously elected: 

President, Frank W. Blair, president Union Trust 
Company, Detroit, Mich.; First Vice-President, John W. 
Platten, president United States Mortgage & Trust Com- 
pany, New York City; members Executive Committee for 
three-year term ending 1920: John S. Drum, president 
Savings Union Bank & Trust Co., San Francisco, Cal.; 
Solomon A. Smith, president Northern Trust Company, 
Chicago, Ill.; W. L. Hemingway, president Mercantile 
Trust Company, Little Rock, Ark.; Henry M. Campbell, 
Union Trust Company, 
Detroit, Mich.; Myron S. Hall, president Buffalo Trust 
Company, Buffalo, N. Y. 

The roll call of states answered by state vice-presi- 
dents of the section contained some interesting and valu- 
able matter. In the next issue of the JOURNAL will be 
printed a digest of these reports, as well as the names 


How many stockholders has your company?........+.+e0. 
How many directors?........How many officers?........ 5 
How .....How many customers?...... 
Do you transact a trust 
What is the approximate total of your individual trusts? F 
Are any of your or = 
or write on trust company subjects?..........0.eeeeeeee 
Please give names and upon = can 
Do you have periodical meetings of your officers and de- 
partment ROAST. 
Have you a club or other feature whereby your employees 
come together periodically for discussion of daily problems, 
Have you any educational plan for your employees?...... 
Are any of your employees taking the American Institute 
of Banking or other similar course of study?..........+. 
Have any of your men graduated from such course?...... 
Do you publish a “House Organ” or other periodical?..... 
Do you maintain a dining room?..........eeeeeeeeeeee 
Do you have a system of medical examination?.......... 
Do you make any suggestions or assist your employecs in 
connection with their summer vacation plans?............ 
Do you have a “suggestion 
Have you any men in the military or naval service?...... 
Have you a safe a a or company?........ 
Is your company represented at the convention of your 
Is your company represented at the convention of the 
American Bankers 
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of the new vice-presidents to serve throughout the com- 
ing year. 

Mr. Platten referred to information just received by 
the Executive Committee as to Senate Bill 2908, intro- 
duced by Senator Calder of New York, after which reso- 
lutions were adopted, voicing the entire approval of the 
pill and recommending to the general Convention of the 
Association that it also approve. The bill in question is 
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designed to grant to the Federal Reserve Board power to 
permit the Federal reserve banks to make loans upon 
certain classes of securities as collateral. 

Immediately upon the adjournment of this meeting 
the Executive Committee went into session, at which time 
Lynn H. Dinkins, president of the Interstate Trust & 
Banking Company, New Orleans, La., was elected Chair- 
man, and Leroy A. Mershon re-elected Secretary. 


REPORT OF THE COMMITTEE OF TWENTY-FIVE 


The following members of the Committee of Twenty- 
five answered present to the call of the roll at the special 
meeting held at the Hotel Marlborough-Blenheim, Sep- 
tember 23, 1917: 

Messrs. Broach, Collins, Crane, Dowling, Fenton, 
Lambertson, Lewis, McAdams, Marshall, Powell, Vincent, 
Wayne, Wulfekuhler. 

In the absence of Chairman Adams, who could not 
attend on account of illness, Thos. B. McAdams was 
elected acting chairman. After a thorough round-up of 
the work done by the- committee, Messrs. Broach, Mc- 
Adams, Powell and Thralls were appointed a sub-com- 
mittee with authority to draft a report and submit it to 
the Convention of the American Bankers Association on 
Friday, September 28, 1917. 

The Committee of Twenty-five was charged with the 
responsibility first, of securing an amendment to the 
lav which will allow banks compensation for services and 
ex enses incurred in collecting and remitting for checks 
end drafts; second, of obtaining such changes and modi- 
fications in the Federal reserve clearing and collection 
system as are necessary to make its operations fair and 
equitable to the banks and to the public. 

The first duty, that of obtaining the amendment to 
the law, has been accomplished. There remains the duty 
of getting a proper application of the law and the neces- 
sory changes and modifications in the Federal reserve 
clearing and collection system to make its operations fair 
and equitable to the banks and to the public. The Com- 
mittee of Twenty-five, believing that the remaining work 
might be more effectively and efficiently prosecuted by a 
smaller committee, recommended that a Committee of 
Five be appointed with full authority to carry the work 
of the Committee of Twenty-five to a final and success- 
ful conclusion. 

On motion unanimously adopted by the American 
Bankers Association in Convention, September 28, 1917, 
the President of the Association was directed to appoint 
such a Committee. The report of the Committee of 
Twenty-five as follows was approved: 


To the American Bankers Association. 

Your committee entered upon its duties believing that, 
in co-operation with the Committee on Federal Legislation, 
it was charged with the responsibility of securing an 
amendment to the Federal Reserve Act and such changes 
and modifications in the Federal reserve clearing and col- 
lection system as are necessary to make the operations 
of that system fair and equitable, not only to the banks, 
but to the general public. 


The first step on the part of the committee was to com- 
municate with the members of the Federal Reserve Board 
and officials of the Federal reserve banks with the view 
of obtaining their advice, co-operation and assistance. 
Also to get from them such data and information as they 
— acquired bearing upon the clearing and collection prob- 
em. 

The next step was a nation-wide investigation through 
which the views, experiences and advice of the bankers, 
business men and experts in every section of the country 
was obtained and all data, information and facts that were 
available upon the subject were acquired. 

The next step was a meeting of the committee in 
Chicago, December 11, 1916, at which twenty-one members 
were in attendance. The committee considered the ques- 
tion from every angle; went over very carefully all of the 
facts and information compiled and after mature delibera- 
tion came to the conclusion that the purchase and sale 
of exchange is a legitimate function of banking and that 
banks are entitled to reasonable compensation for service 
and expenses incurred in providing exchange to the public, 
whether that exchange be sold direct over the counter or 
furnished through the medium of remittances made direct 
to the Federal reserve banks to cover items presented by 
those institutions. ; 

It was the opinion of the committee that exchange 
should be governed by supply and demand, cost of produc- 
tion and the relations between the various communities 
and that under present conditions no bank in America is 
warranted in making a charge when remitting for cash 
items of more than $1 per thousand dollars to cover service 
and expenses incurred. 

It was further unanimously agreed that an amend- 
ment to the Federal Reserve Act should be urged which 
would provide for reasonable compensation to all banks 
for exchange whether furnished direct or indirect. This 
compensation in no case to exceed ten cents per hundred 
dollars or fraction thereof based on the total amount of 
checks and drafts presented at any one time. 

A sub-committee was accordingly appointed. This 
committee went from Chicago to Washington, conferred 
with some of the leaders in the Senate and House and 
with other authorities, with the view of having introduced 
a measure embodying the views of the committee as above 
expressed. 

There was then pending in the House a bill known as 
the Kitchin Bill. It provided that banks shall have a 
right to make reasonable charges for service and expenses 
incurred in, remitting. This bill was not satisfactory 
to the committee because it contained no provision pro- 
hibiting abuse by the few banks that make exorbitant 
charges, and further if adopted would necessitate a legal 
interpretation to determine what is a reasonable charge. 
The committee recommended an amendment to the pending 
Kitchin Bill providing that the charge in no case shall 
exceed ten cents ner hundred dollars or fraction thereof 
based on the total amount of checks and drafts presented 
at any one time. 

Later a conference of a sub-committee of the Com- 
mittee of Twenty-five was held with the Banking and 
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Currency Committees of the House in the hope of getting 
the approval of that body to the recommendations of the 
Committee of Twenty-five. It was found that the ma- 
jority of the members of the Banking and Currency Com- 
mittee of the House were opposed to the amendment in 
any form. Despite this opposition the Kitchin Bill amended 
in accordance with the suggestions of the Committee of 
Twenty-five met with much favor and had every prospect 
of passage when questions of international importance 
arose, preventing its final consideration during the sixty- 
fourth Congress. 

At the spring meeting of the Executive Council a 
number of members of the Committee of Twenty-five con- 
ferred with Messrs. Harding and Delano of the Federal 
Reserve Board in an effort to impress upon them the 
reasonableness of the demands that were being made by 
the committee and to assure the Board of the committee’s 
earnest desire to co-operate with the Board in bringing 
about a proper solution of the question. 

Arrangements were then and there made for a meet- 
ing of the sub-committee of the Committee of Twenty- 
five with the Clearing Committee of the Federal Reserve 
Board at Washington on adjournment of the Council meet- 
ing. 

. In the meantime word was received that the Hard- 
wick amendment embodying the views of the committee 
had passed the Senate and a resolution had passed the 
House directing the House conferees to agree in substance 
to the provisions of the Hardwick amendment. In accord- 
ance with the arrangements made at Briarcliff, a sub- 
committee of the Committee of Twenty-five went to Wash- 
ington and conferred with Mr. Delano, Chairman of the 
Clearing Committee, and with other members of the 
Federal Reserve Board, assuring them that the Committee 
of Twenty-five desired to co-operate with the Board in 
every possible way to the end that the right and perma- 
nent solution of the clearing and collection problem should 
be reached. 

After a delay of four weeks in which a nation-wide 
campaign was conducted to defeat the Hardwick amend- 
ment, the Conference Committee made report thereon 
embodying two provisions: 

First, that the charges shall be regulated by the Fed- 
eral Reserve Board. 

Second, that no charge shall be made against the 
Federal reserve banks. These provisions were supported 
mainly because of fear on the part of the members of 
the House and Senate that the banks would charge an 
aggregate of $1,000,000 exchange upon checks arising 
from the sale of the first issue of Liberty bonds, this fear 
being aroused by a letter from the Federal Reserve Board 
to the Chairman of the Banking Currency Committee of 
the House. 

The Bill as reported by the Conference Committee 
was approved and became a law. Following the passage 
of the modified amendment the sub-committee of the Com- 
mittee of Twenty-five conferred with the Clearing Commit- 
tee of the Federal Reserve Board with the view of aiding 
in working out a proper plan under the modified law. At 
this meeting the committee again assured the Federal 
Reserve Board of its desire to co-operate to the end 
that a satisfactory clearing and collection system might 
be developed. 

So far as the Committee of Twenty-five is informed, 
the Federal Reserve Board has not placed any interpreta- 
tion on the modified law or made any definite ruling rela- 
tive to its provisions. However, the Federal reserve clear- 
ing and collection system is now being operated along 
practically the same lines as it was operated prior to the 
passage of the law with the exception that two Federal 
reserve banks are now taking from their member banks a 
limited number of checks daily without making any service 
charge thereon, and are sending to their members stamped 
envelopes in which to make returns. 

The Federal reserve banks are showing greater liber- 
ality in paying express charges on currency that may 
necessarily be shipped, and there is also noted a cessation 
on the part of the Federal reserve banks in using the 
express companies and undertaking to collect checks and 
drafts through the Post Office Department on banks that 
will not voluntarily agree to remit at par. 

The detailed activities of the committee as reported 


from time to time in the JouRNAL of the American Bank- 
ers Association, together with all data and information 
that has been acquired by the committee, were included as 
a part of this report. 

* * 


The conclusions of your committee are as follows: 

_ First. That-banks are entitled to reasonable compen- 
sation for the service rendered the public in collectinz 
and remitting for checks and drafts. The Federal Roe. 
serve Board has recognized the justice of this position by 
directing the Federal reserve banks to make a service 
charge to cover clerical and other expenses incurred 
within their own offices in handling items deposited by 
their respective members. 

Second. That the provision in the Federal Reserve Act 
as originally passed that nothing therein contained should 
prevent a bank from charging its actual expenses in- 
curred in transactions of this character is subject to a 
more liberal interpretation than has been placed uyon 
it by the Federal Reserve Board. The Federal Reserve 
Board’s ruling recognized but one of the many items of 
expense; namely, that of transportation charges upon 
currency. 

Third. Your committee is firm in its belief that the 
recent amendments to the law give the Federal Reserve 
Board the right to fix a reasonable charge to be made by 
remitting banks upon all items received by them from 
any Federal reserve bank, where such Federal reserve 
bank is acting as a®ent, and that the Board is charged 
with the responsibility of fixing and allowing the remit- 
ting banks reasonable compensation for their services. 

The provisions that no such charge shall be made 
against the Federal reserve bank, refers only to checks 
and drafts which belong to the Federal reserve bank as 
principal. In this position your committee is supported 
by the opinion of the General Counsel of the American 
Bankers Association. 

Fourth. Your committee is further of the opinion 
that a liberal interpretation of the modified law by the 
Federal Reserve Board under authority conferred upon 
the Board by Congress would serve to eliminate in a large 
measure the dissatisfaction which prevails among the 
smaller banks throughout the country, because of the 
burdens that are imposed upon them through the opera- 
tions of the clearing and collection system. This dissat- 
isfaction is one of the factors that is preventing the de- 
velopment of the more important functions of the Federal 
reserve system. Your committee feels that it is impera- 
tive that the banking resources be mobilized to the great- 
est degree possible in order that the system may meet 
in an adequate way the tremendously increased responsi- 
bilities arising from America’s participation in the war. 
A proper settlement of this particular question will go 
a long way toward a unification of the banking system. 
Your committee believes that all possible progress has 
been made during the year. The conditions have been of 
an extremely unusual character and much yet remains 
to be accomplished in the ditection of making the clear- 
ing and collection plan fair and equitable to the banks 
and the public. _The law has been amended, but changes 
and modifications in the clearing and collection system 
are yet to be obtained. 

We believe that the work of the Committee can be 
expedited, made more effective and less expensive if the 
size of the Committee is reduced. We, therefore, recom- 
mend that a committee of five be appointed by the Presi- 
dent of this Association with full power and authority to 
peas the work entrusted to the Committee of Twenty- 
ve. 

The Committee wishes to take this opportunity to 
express its deep appreciation for the untiring efforts of 
the Secretary of the Committee, Jerome Thralls. His 
work has been unusually effective and his services were 
cheerfully rendered without compensation. 

We also desire to thank the Committee on Federal 
Legislation for its co-oneration, and especially for the 
assistance rendered by its chairman, H. H. McKee, and 
by its secretary, Judge Thomas B. Paton, General Counsel 
of the American Bankers Association. 
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THE NATIONAL BANK SECTION 


More than 1,400 bankers assembled at the Rose Room 
of the Hotel Traymore on the morning of September 26, 
1917, for the opening session of the National Bank Sec- 
tion. The speakers, officers and others active on this occa- 
sion made special effort to be direct, effective and to 
conserve and apply in the most valuable way the short 
time that was allotted. 

Rev. Henry Merle Mellen of Atlantic City invoked 
the blessing of God upon the assemblage. Samuel P. 
Leeds, president of the local chamber of commerce, ex- 
tended an earnest welcome on behalf of the bankers and 
citizens of New Jersey, turned over the keys to the city 
and a passport to the sea to those present. 

Oliver J. Sands, Chairman of the Executive Commit- 
tee of the National Bank Section, responded on behalf of 
the members and visiting bankers. 

President Joseph S. Calfee introduced Hon. M. L. 
Requa, Chief of the Division of Organization and Policy 
of the Food Administration Board of the United States, 
who delivered an inspiring, instructive and extremely valu- 
able message. 

Mr. Requa brought out the following facts which are 
of interest to every citizen: 

First.—Failure of victory in the present great strug- 
gle means national dishonor and the loss of national free- 
dom. 

Second.-—Preparedness in the higher sense embraces 
preparation for the commercial competition, to come fol- 
lowing the war, when we must meet the disciplined popu- 
lation of Europe in the field of world economics. . 

Third.—Rigid rationing is not necessary, but it is 
vitally necessary that we realize the responsibility resting 
upon us and that we voluntarily and intelligently take up 
the problem of food conservation as one of international 
importance and significance, perhaps as the determining 
factor in maintenance of our existence as a free and sover- 
eign people. 

Fourth—There are two roads we may follow: One 
leads to national disaster. The other leads through the 
desert of travail, of human sacrifice and of death, to a 
purified and ennobled national existence—to obtain which 
it is necessary that we maintain the sacred principles of 
human liberty and democracy upon which this government 
is founded. How far we must travel before reaching the 
ourney’s end—no man can say. Must we have brought 
ome to us by bitter personal experience the tragedy of 
Belgium, the atrocities of Armenia, the inhumanities of 
Serbia? No man may answer—but this we do know, that 
in order to preserve inviolate the ark of the covenant of 
human liberty confided to our keeping we must be prepared 
to suffer and sacrifice, even as have our Allies. 

Fifth—The food problem may be divided into three 
parts: (a) We must increase production to the end not 
only of supplying our own soldiers and citizens, but so 
we may send vast quantities across to our Allies. (b) We 
must guard with zealous care exports to neutral countries, 
so that we may retain an ample supply for our own people. 
We must eliminate waste in the home, on the farm and in 
our industries and free ourselves from the indictment of 
Professor Shaler of Harvard that “Of all sinful wasters 
of man’s inheritance—and all in this regard are sinners— 
the very worst are the people of America.” (c) We must 
adopt such measures as will ameliorate,in so far as may be, 
the present unsatisfactory price conditions as related to 
that class of people to whom the price of food is an ever- 
increasing problem. To some of the people the price of 
food is of purely academic interest; for these there is no 
concern. But we are concerned as to the welfare of those 
who are today without sufficient food to nourish them 
properly, 

_ How far the Food Administrative Board may go re- 
mains to be determined. The provisions of the bill are 
broad. Under it the Sherman Anti-Trust Law becomes a 
dead letter. Combinations may be worked out under it 


which will definitely and satisfactorily establish maxi- 
mum prices. While the farmer and gardener are exempted 
from the provisions of the bill, combinations may be 
effected so powerful in character and so far-reaching as 
to have a potent influence upon prices. 


Few of us realize that most of the food problems in 
evidence in the United States have been in existence for 
many years in a more or less acute form and regardless 
of war, they would eventually have had to be met by the 
government. 

In 1907 we had 51,500,000 cattle, exclusive of milk 
cows; in 1917 the number was reduced to 40,850,000. Dur- 
ing the same period the number of sheep decreased 12,- 
000,000 and our population increased 22,000,000. 

At the end of this war there will be an acute shortage 
of meat. The prices for meat will be high for many 
years thereafter. The bankers can do no greater service 
than to direct their efforts toward stimulating increased 
production of meat animals. 

The demands of our army and navy and of our Allies 
for pork in the various forms are practically unlimited. 
The hog crop responds quickly and with great profit. The 
banker should therefore, not alone because of patriotism, 
but as a matter of business, urge the farmers to raise more 
hogs. 

It is the duty of the American bankers to inculcate 
into the nation the spirit of economy which characterizes 
France. We hear the question of coal shortage discussed 
but the “great white ways” of our cities are still ablaze, 
and instead of frugal and rigid economy, we are con- 
fronted with added extravagance. This must change. If 
the people of the United States would rigorously discipline 
themselves in economy they could pay for this war as they 
go. It must be paid for in the end out of savings; the 
rapidity and efficiency with which it is paid depends 
purely upon the willingness of the people to recognize 
that fact and govern themselves accordingly. Upon the 
banker rests the responsibility of guiding the financial 
welfare and procedure of the nation. 


Address of Hon. R. H. Brand 

In his able address upon the subject, “The Problems 
Relating to Financing Foreign Governments,” Hon. R. 
H. Brand, C.M.G., vice-chairman of the British War 
Mission, covered the experiences of Great Britain in 
carrying the burden of financing the Allies. This burden, 
he said in substance, has now been transferred to the 
United States and there is no more valuable support that 
this government can render toward winning the war than 
that of lending huge sums to the allied nations. 

The expenditure of England during the first three 
years of the war were $25,080,000,000, $6,087,000,000 of 
which was derived from revenue and $18,993,000,000 


through loans. Of this expenditure, $5,698,000,000 is re- 
coverable from the Allies, so the net increase in England’s 
debt is $13,295,000,000, making her present total debt 
$16,460,000,000. 

England’s irrecoverable expenditure is about $22,- 
000,000 per day. In her last war loan she raised $5,000,- 
000,000. On the basis of population the United States 
would be able to raise $10,000,000,000 in one financial 
operation if thé effort is as intensive as the effort made 
in Great Britain and the response is as hearty. 

To most people the great surprise of the war is the 
enormous expenditure a nation can incur and fight on 
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without exhaustion. France, though in wretched financial 
condition, went on fighting during Napoleon’s time for 
twenty years. The Balkan states, with meager financial 
resources, fought two severe wars and are now fighting 
the third. The Boers of South Africa fought the British 
Empire three years with practically no resources. The 
Mexicans have managed to fight among themselves for 
many years. The Southern states fought a desperate fight, 
and were ultimately beaten, not so much for lack of money 
as for lack of things on which to subsist and materials 
with which to fight. History proves that where “the will 
to fight” exists, lack of money will never stop a nation’s 
fighting, provided the minimum requirements of food, 
clothing and munitions of war are obtainable. 

Bismarck said, “If you will give me a printing press, 
I will find you the money.” Desperate financial expe- 
dients may seriously affect a nation’s economic life. If a 
nation wants to fight and can produce the things that are 
necessary for life and warfare, the government will get 
hold of those things some way. If it can not get them in 
any other way it will take them. Therefore, though the 
mechanism of finance is exceedingly important, the vital 
thing for a country is to produce and have available the 
. things required for war. I lay stress upon this elementary 
fact because it is fundamental and the key to actions of 
a government at war. If necessities can not be obtained, 
no methods of financing will avail. The all-important 
thing is, therefore, the increase of the annual production. 
The government should assist in the development of the 
maximum production capacity, direct it into channels suit- 
able for war and restrict consumption so far as pertains 
to luxuries. 

England started with “business as usual”; drastic 
measures were required to put industry on a war footing. 
The character of production has entirely changed. Be- 
yond the essentials of life, all energies are directed to war 
production. Millions of women are now working who 
never worked before. Every acre of land is being used. 
Labor-saving machinery has been introduced in agricul- 
ture and in the industries; all have speeded up. The 
wheels are turning faster. No one is idle. Capital and 
labor are being directed. The government and the people 
have come to realize that, though an individual can afford 
to be a spendthrift, the nation cannot afford to permit him 
to be a spendthrift during war time. 

You may think increased production and economy in 
consumption has no bearing upon the problem of govern- 
ment financing. In reality it had the most direct and 
vital bearing in England and will have in the United 
States. Personal expenditures for servants, motor cars, 
clothes and everything else had to be cut down. In Eng- 
land the consumption was reduced: 

1. By cutting off. peace loans to foreign governments. 

2. The discontinuance of building of houses, factories, 
railroads, etc., except for purely war purposes. 

38. Temporary suspension of expenditures for main- 
tenance of railroads, factories, houses, etc., except where 
absolutely essential to industry and war. 

4. Cutting down of civil personal expenditures. 

By these means and by strict personal economies 
England has diverted a large volume of production, labor 
and material to war purposes. 

Many trades have actually shut down and the labor 
has been taken from them and handed over to the war 
industries. Labor itself has been subjected to restric- 
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tions which would have been impossible before the war. 
Labor may not leave its employment without government 
permission; salaries and wages may not be increased 
without government approval. Measures for the control 
of industry which were unheard of, and, in fact, abso- 
lutely impossible before the war, have been imposed upon 
all industry. Fixed prices have been placed on the most 
important materials. The government now has the ab- 
solute control of the use of steel, copper, lead, wool, 
leather and other materials for which the war demand is 
insatiable, and also of all materials manufactured there- 
from. 
Second Session 
The afternoon session was equally as well attended as 
he morning session. President Calfee’s address, “A 

Remarkable Year of American Banking,” pointed out the 
broad responsibilities that rest upon the national banking 
system because of America’s participation in the war. Mr. 
Calfee showed that the men in command of the country’s 
big business had answered the call of the nation and were 
serving the government in every way possible. Through 
their efforts the preparedness work has gone forward at 
a wonderful pace. Millions of yards of red tape which 
formerly hampered the operations of the government have 
been eliminated. 

The banks of the country paved the way for the suc. 
cessful flotation of the first Liberty Loan. Of the $3,035,- 
000,000 subscribed, 56 per cent. or $1,700,000,000 was sub- 
scribed through national banks. This amount was 
10 59/100 per cent. of the total resources of the national 
banks. 

Mr. Calfee said: “The second loan will go well, but 
the bankers of the country must act as virtual under- 
writers. It is of the highest importance, however, that 
the banks pass the bonds on to individual investors as soon 
as possible. The banks of the country must be kept liquid 
and ready to finance the progress of American industry. 

“The Federal reserve system has made it possible to 
meet the vicissitudes of the war period. Trade acceptances 
are being gradually developed and a discount market has 
been created. Under the provisions of the Federal Reserve 
Act the banks have instant recourse to rediscount facili- 
ties. The system is an immense advance. The facilities 
of this great system will work to the advantage of Ameri- 
can business after the war. The safeguards of the system 
proved their worth in the early stages of the war and in 
connection with the flotation of the first Liberty Loan. 
The national banks must recognize the changes which have 
been made and must adapt themselves to these changes 
and develop their business along modern lines. Many new 
and interesting lines of banking have been made possible. 
We hope to have a number of these important questions 
discussed at this meeting. 

“The new law has worked an important change in the 
business of city banks by the transfer of reserves; for the 
country banks it has cut down «their profits by abolishing 
exchange charges. But considering the increased powers 
of the national banks—rediscount privileges, acceptances, 
branch banking abroad, real estate loans, trust powers and 
reduction in reserves—I believe that as a whole the bank- 
ing business has been immensely benefited. We enjoy a 
sense of satisfaction and security which did not exist prior 
to the enactment of this law. 

“The amendments adopted in June this year elimi- 
nated practically all objections to state banks and trust 
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companies joining. Up to the present time only eighty- 
four such institutions have become members. We indulge 
the hope that the system may be further strengthened in 
the near future by the membership of all eligible state 
panks and trust companies. The banking position of the 
country would be strengthened and business would be 
petter protected were the reserves of all banks mobilized 
in the Federal reserve system. 

“The past year has been one of marvelous growth for 
national banks. The total resources of the 7,604 national 
banks June 20 were $16,154,000,000, a growth in one year 
of $2,224,000,000. During this same period the deposits of 
the national banks increased $1,913,000,000. We are los- 
ing our provincialism, and even the interior banker is 
gradually becoming a world banker. The outlook for the 
banking business was never brighter. In the past wars, 
the banks of the United States have played no small part 
in bringing victory to our flag. The banks of today may 
be depended upon to do their share in winning the present 
war. It will be necessary to put on the brakes where 
inflation threatens and the banks must keep liquid and 
safeguard themselves against possible emergencies. I 
have every reason to believe that this will be done and 
that we shall emerge with flying colors and well prepared 
to solve the problems incident to the restoration of peace.” 


Report of Chairman 


Oliver J. Sands, Chairman of the Executive Com- 
mittee, in his report showed that the section has exerted 
all possible influence to the end that eligible state banks 
and trust companies join the Federal reserve system. 
This is being done in the belief that a unification of the 
banking system of this country is essential to the highest 
development not only of the banking business, but to the 
commerce and industry of the nation. The section has 
encouraged the development of acceptances and the other 
new features of banking. It has been the means of 
adjusting a large number of differences between its mem- 
bers and certain departments of the government at Wash- 
ington. These matters before the organization of the sec- 
tion went by default because the individual members ‘could 
not afford to send a special representative to the capital, 
whereas the representative of the section now handles a 
number of such cases on one trip to Washington. 

The section, through its executive committee in ses- 
sion at Briarcliff, pledged its aid to the government in 
the flotation of all war loans. The offer was accepted by 
Secretary McAdoo, and the machinery of the section was 
merged with that of the other sections and departments 
of the American Bankers Association in the formation of 
a war loan organization. It is believed that the organiza- 
tion thus formed was one of the greatest factors in making 
the first Liberty Loan a tremendous success. 

The section reported a net increase of 395 national 
banks in membership of the American Bankers Associa- 
tion for the year. The activities of the committee for the 
ensuing year will include an effort to free the national 
banks from the taxes imposed by state and city author- 
ities upon United States bonds owned by national banks, 
and the elimination of the practice of secret assignment 
of accounts by merchants and other bank customers. 

Thomas B. Paton, General Counsel of the American 
Bankers Association, discussed the subject, “Trust Powers 
of National Banks.” This discussion will appear in full 
in the November issue of the JOURNAL. 


The subjects, “Acceptances, Amendments to the Na- 
tional Bank and Federal Reserve Acts, Commodity Paper 
and Paper Eligible for Rediscount with Federal Reserve 
Banks, Federal Reserve Clearing and Collection System, 
International Relations and Dollar Exchange, Reserves, 
and Savings Departments and Real Estate Loans,” were 
thrown open to general discussion. They were led by 
the Chairman of the respective committees to which the 
subjects had previously been assigned for study and re- 
port. Each of these committees had rounded up a very 
valuable line of information. This will later be placed in 
printed form and put in the hands of all the national 
banks. It is believed that the reports of these commit- 
tees, together with the ideas that were developed in the 
discussions, constitute the most comprehensive line of 
information that has been got together upon these 
subjects. 


Resolutions 


Resolutions were adopted: 

(a) Pledging the section to use its best efforts to get 
a bill through Congress providing for the issuance of 
silver certificates, greenbacks and Federal reserve notes 
of $1 denominations; same to be issued at the expense 
of the government. 

(b) Providing for the appointment of a committee of 
three to be charged with the responsibility of doing all in 
its power to encourage the use of acceptances by the com- 
mercial interests and banks of this country and to co- 
e-erate with the National Association of Credit Men to 
that end. 

(c) Reiterating the resolution adopted at Briarcliff 
in which the entire machinery of the National Bank Sec- 
tion was placed at the disposal of the government in the 
flotation of war loans and in carrying out the general 
war program. 

(d) Amending the by-laws of the section so as to 
provide that resolutions to be presented for consideration 
and action by the National Bank Section shall be filed 
with the secretary at least fifteen days before the day on 
which they are to be considered by the section and shall 
bear the recommendation of the executive committee of 
the section when presented to the sectior for consideration. 

(e) Expressing appreciation of the service rendered 
by Hon. M. L. Requa in addressing the section; also ex- 
tending the facilities of the section in the effort to stim- 
ulate production, increase savings and eliminate waste. 

(f) Commending Hon. R. H. Brand for the splendid 
service he rendered in the message he brought to the sec- 
tion relative to conditions in Europe and America’s 
responsibilities in the war. 

(g) Directing the Executive Committee of the Na- 
tional Bank Section to look into the subject of taxation. 

The following officers and members of the Executive 
Committee were elected: 

President: J. Elwood Cox, president Commercial Na- 
tional Bank, High Point, N. C.; Vice-President, Oliver J. 
Sands, president American National Bank, Richmond, Va.; 
Chairman, Wm. M. Van Deusen, cashier National Newark 
Banking Co., Newark, N. J.; Secretary, Jerome Thralls, 
5 Nassau Street, New York City. Members of Executive 
Committee, 1917-1920, H. H. McKee, president National 
Capital Bank, Washington, D. C.; J. A. Pondrom, vice- 
president South Texas National Bank, Houston, Texas; 
1917-1918 (unexpired term of Mr. Bucholz), Walter W. 
Head, vice-president Omaha National Bank, Omaha, Neb, 
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THE CLEARING HOUSE SECTION AND CONFERENCE 
OF CLEARING HOUSE EXAMINERS AND MANAGERS 


The morning session of the examiners, Monday, Sep- 
tember 24, was called to order by J. T. Clabaugh, examiner 
for the St. Louis Clearing House Association. 

The following addresses of interest to every clearing 
house examiner were delivered: “The Valuation of In- 
active and Unlisted Securities and the Best Sources and 
Avenues of Information Regarding Them,” by Wm. M. 
Hardt, examiner Philadelphia Clearing House Association; 
“Group Examinations,” by John W. Wilson, examiner Los 
Angeles Clearing House Association; “Standardization 
Financial Statements and Clearing House Departments of 
Credit,” by Francis Coates, Jr., examiner Cleveland 
Clearing House Association. 

Following these addresses, an exchange of ideas and 
discussion of questions pertaining to the duties and activi- 
ties of the examiners was had. 

The Managers’ Conference was called to order by 
R. B. Locke on the morning of September 24, 1917. Ad- 
dresses, as follows, were delivered: “Operation of Coun- 
try Clearing House and the Use of the No-Protest 
Symbol,” by Chas. W. Watson, examiner Kansas City 
Clearing House Association; “The Clearing of Return 
Items,” by A. C. White, manager St. Louis Clearing House 
Association; “Desirability of Having All Banks Report 
Total Transactions and a Universal System Covering 
Same,” by R. B. Locke, manager Detroit Clearing House 
Association. 

Following these addresses, a general discussion took 
place covering not only the subjects of the addresses, but 
other matters of common interest to clearing houses and 
relating, particularly, to the duties and activities of clear- 
ing house managers. 

Monday afternoon a joint session of examiners and 
managers was held. Examiner J. T. Clabaugh presided 
at this meeting. Following the addresses, “A Publicity 
Department in Clearing Houses,’ by Wm. B. Hughes, 
manager Omaha Clearing House Association; “The Estab- 
lishment of a National Association of Clearing Houses,” 
by Geo. A. Kelsey, manager Cleveland Clearing House 
Association, there was a general discussion of the subjects 
covered at the morning meetings and a final round-up was 
made in the form of a resolution, which was presented to 
the Clearing House Section at its meeting on Tuesday 
morning. 

A full report of these three meetings will be included 
in the Annual Proceedings of the Clearing House Sec- 
tion, a printed copy of which will be sent to every clearing 
house. 

The resolution submitted by the examiners and man- 
agers invited serious consideration to the following recom- 
mendations: 

1. The encouragement of group examinations in all 
localities where practicable. 

2. The inauguration of the plan of special clearing for 
“Return Items” or “Go-Backs.” 

3. Additions to the financial statement being prepared 
by a special committee of the American Bankers Associa- 
tion. 

(a) To include a provision for a condensed state- 
ment of the profit and loss account for the past 
fiscal year; 


(b) To include a provision for reconcilement of 
the account of “Net Worth” or “Surplus.” 


4, That the Clearing House Section give the examiners 
and managers recognition through membersh‘y on the 
Executive Committee of the section of one examiner and 
one manager. 

Recommendations 1, 2 and 8 were adopted; No. 4 
was referred to the Executive Committee of the section for 
consideration and report at the spring meeting. 


Clearing House Section 


The eleventh annual meeting of the Clearing House 
Section was called to order in the Rose Room of the Hotel 
Traymore at 9:30 Tuesday morning, September 25, by 
President W. D. Vincent. The attendance was the greatest 
in the history of the section. Rev. -H. J. Belting of 
Atlantic City delivered the invocation. Judge C. L. Cole 
of Atlantic City extended greetings on behalf of the 
bankers and citizens of the State of New Jersey. R. F. 
McNally, member of the Executive Committee of the 
section responded in a most delightful manner on behalf 
of the Clearing House Section and the visiting bankers. 

President Vincent in his annual address laid particu- 
lar stress upon the need for co-operation of the closest 
character durin’ the period of the war. He urged closer 
supervision of cr2dits and the value of publicity to clearing . 
houses and to th: communities they serve. 

He stated that five million dollars could be saved in 
the advertising expense of clearing house banks of this 
country if a committee were appointed by each clearing 
house association, made up of the men who attend to the 
advertising for the respective member banks. Experience 
has taught bank advertising men that newspapers and 
financial journals are the best mediums for bank advertis- 
ing. Competition has led bank men into advertising in cook 
books. Co-operation among banks through their committee 
on advertising will produce better advertising, greater 
business and a large reduction in the amount spent to 
secure the results. 

The objects of the publicity committee of the Spokane 
Clearing House Association, which are as follows, will be 
of interest: 

The objects and functions of this committee are to 

romote a close co-operation between the banks of Spokane 
in the interest of good publicity. ; 

To study and investigate for mutual benefit the vari- 
ous methods and mediums of advertising, with a view to 
ascertaining their respective costs and merits. ; 

To discourage by concerted action the use of mediums 
of proved unprofitable or questionable value, and to elimi- 
nate all wasteful advertising expenditures. 

To stamp out the practice of giving patronage to any 
source seeking funds for purely social, fraternal, civic or 
charitable purposes under the guise of advertising. 

And, finally, to join in an educational campaign of 
bank publicity, devoid of all self-interest, having for its 
object solely the acquainting of the public in every phase 
of banking service and investment, and thereby stimulate 
greater confidence in banks as a whole. 

The problems of banking are manifoid, but are in- 
significant to the problems of citizenship. Bankers as 
good citizens must do their duty gladly, willingly and in 
a self-sacrificing way. The call has never yet been made 
that was not responded to promptly and effectively by the 
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banker, and in the days to come there will be new prob- 
lems and the bankers will be prepared to solve them in a 
way to their credit and to the glory of the country. 


Reports 

The secretary’s report in printed form was delivered 
to the delegates present. 

The report of Stoddard Jess, Chairman of the Exec- 
utive Committee, showed that the section had made the 
greatest progress in its history during the year. Its 
membership increased twenty-six and now totals 216, there 
being only twenty-four clearing houses not members of 
the section. Seven new clearing houses were organized 
during the year; one country clearing house was organ- 
jzed and two others are under way. 

The total bank transactions for the thirty-four cities 
reporting covering the first six months of the year were 
$43,033,406,000. The clearings of these cities for the 
same period were $16,569,257,000. The eleven clearing 
houses operating country collection departments handled 
through those departments, during the first six months 
of the year, out-of-town items aggregating over $1,700,- 
000,000, being double the amount handled during the same 
period of last year and three times the amount handled 
during the same period of 1915. In the face of the tre- 
mendous advance in the cost of supplies and labor these 
organizations have managed to reduce materially their 
per item handling costs. 

The section will concentrate its energies during the 
coming year upon the following: 

1. Aiding the government in the flotation of war 
loans. and in the general war program. 

2. Inauguration of the clearing house examination 


system. 


3. The establishment of country clearing houses. 

4. The establishment of credit departments in clear- 
ing houses. 

5. The organization of publicity committees in clear- 
ing houses and a campaign of education to inform the 
public as to the functions of banks and the objects and 
purposes of clearing houses. 

6. Campaign to encourage the organization of new 
clearing houses. 

7. Campaign to get all clearing houses into the Clear- 
ing House Section. 

8. Campaign to encourage the reporting of total 
bank transactions. 

9. Campaign to encourage the development of the 
no-protest symbol plan. 

10. Evolve and promote plan for analyzing of bank 
accounts. 

11. Introduce symbol for use in conveying instruc- 
tions relative to wiring non-payment. 

12. Obtain and place at the disposal of banks in- 
formation relative to service charges and minimum bal- 
ances, 

The committee on the Universal Numerical System 
reported that system working in a highly satisfactory 
manner. The report was received and the committee was 
continued for another year. 

The following officers and members of the Executive 
Committee were elected: 

President: John McHugh, vice-president Mechanics 
and Metals National Bank, New York City, New York; 
Vice-President, Stoddard Jess, president First National 
Bank, Los Angeles, Cal.; Secretary, Jerome Thralls, 5 
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Nassau Street, New York City, N. Y. Members of the 
Executive Committee, 1917-1920, Thos. P. Beal, Jr., vice- 
president Second National Bank, Boston, Mass.; John R. 
Washburn, vice-president Continental & Commercial Na- 
tional Bank, Chicago, III. 


Afternoon Session 


James B. Forgan, chairman of the board of the First 
National Bank of Chicago, delivered a most interesting 
and instructive address on the subject, “Clearing House 
Examinations for Groups, Cities, Towns and Districts.” 
Mr. Forgan gave an inside view of the examining system 
conducted in Chicago and showed the tremendous value 
that system has been to the members of the Chicago Clear- 
ing House Association, as well as to the business interests 
of that city. Relative to the group idea Mr. Forgan said: 


The formation of such a voluntary organization in a 
group, or district might not be practical and there might 
be difficulty in getting a satisfactory committee to receive 
and act upon the examiner’s reports. In regard to towns 
with only a few banks in them it would, I fear, be prac- 
tically impossible to secure the necessary co-operation 
among them to form an effective organization. 

In regard to the extension of the mutual system of 
examination to districts may we not hope that as the 
Federal reserve system deévelops such satisfactory exam- 
ination bureaus may be established for each of the twelve 
Federal reserve districts, in their Federal reserve banks, 
as will make clearing house examination bureaus unneces- 
sary, not only for the districts but also for the large 
cities. This, it seems to me, would be a beneficial develop- 
ment of the Federal reserve system well worth striving 
for. It would necessitate some changes in the present 
laws. A law would be necessary to do away with the 
wan dual authority, by transferring to the Federal 

eserve Board the duties and the department of the 
Comptroller. The country has become too large and the 
national banks too numerous for one man in Washington 
to undertake the supervision of them through the reports 
of his examiners; while the state banks, as they join 
the Federal reserve system, come directly under the juris- 
diction of the Federal Reserve Board but remain beyond 
that of the Comptroller. The splitting up of the Comp- 
troller’s examination bureau into twelve bureaus in charge 
of the twelve Federal reserve agents, as representatives 
of the Federal Reserve Board in whom would be vested 
supreme authority and the right of final decision and 
action, would greatly simplify the work and increase the 
efficiency of governmental supervision. Examiners could 
be gradually trained and developed under civil service 
rules in the Federal reserve banks and would become 
members of their official staffs on fixed salaries. All 
examination reports could be made in the first instance 
to the Federal reserve agent of the district and by him 
forwarded to the Federal Reserve Board. At the same 
time certified copies of them could be sent to the presi- 
dents of the banks examined for the use of the directors 
who could be individually notified of that action. Legal 
authority could be given the Federal Reserve Board to see 
that all statements of member banks rendered to it and 
published to the public should be bona fide and disclose 
their true condition and to expel from the system any bank 
that persisted in publishing grossly erroneous statements 
after the attention of their directors had been drawn to 
the facts. The state banking departments might be 
induced to rely on the reports of the Federal reserve 
examiners in regard to state banks that have joined the 
Federal reserve system. Certified copies of such reports 
could be sent them by the Federal reserve agents. Before 
such a system could be made effective it would be neces- 
sary that there should be a large influx into the Federal 
reserve system of state institutions doing a commercial 
banking business. A fair start has already been made 
along this line, which will increase in momentum as the 
state banks feel their necessity for it and realize more 
fully the benefits to be derived from belonging to the 
system. 
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I merely throw out these suggestions as_possiblc 
future developments of the Federal reserve system. They 
cannot be accomplished all at once, but I see no reason 
why they should not be aimed at and finally realized. Few 
of us yet realize the importance of the Federal reserve 
system and the reserve strength of the enormous banking: 
system yet to be developed under it. That it is the main- 
stay of the future development of banking in this country 
there can be no doubt, and this being the case, our attitude 
toward it should be one of co-operation so that its develop- 
ment will be along sound lines for the benefit of it 
member banks as well as that of the public at large. 


Address of Mr. Woodruff 


George Woodruff, president of the First Nationa. 
Bank of Joliet, Ill., delivered a novel but valuable address 
upon the subject, “The Analysis of the Progress of the 
Banks.” He took an imaginary institution, the First 
National of Smithville, Ill., and showed the progress of the 
institution over a period of ten years. He had prepared 
in advance a chart showing his plan of analysis and the 
results obtained; a copy was placed in the hands of every 
delegate. 
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Mr. Woodruff urged the idea of every banker setting 
a. mark to cover a period of years and to lay definite plang 
30 that at certain periods a check-up might be made to 
see whether the milepost for that period had been reached, 
The banker, so long as he has shown a surplus in any 
month, is satisfied, but when he begins to run behind he 
should have the figures which would show why and place 
him in a position to overcome the difficulty. A proper 
system of analysis will produce the necessary basis, and 
such a system should be instituted by every bank. 


Address of Mr. Whiting 


H. A. Whiting, secretary of the Boston Credit Men’s 
Association, discussed in an able manner the subject, 
“The Credit Interchange Bureau.” He told of a great 
number of such bureaus that have been successfully con- 
ducted by the Associations of Credit Men in various 
cities. He believed that it was possible for the clearing 
houses of this country to establish such bureaus in their 
offices for the purpose of exchanging information. 


RESULT OF A. B. A. INSURANCE REFERENDUM 


QUESTION 1: Would you favor the organization, by bank- 
ers, of a bankers’ company with lines restricted to 
bank risks? ‘ 

QUESTION 2: In that case, would you suggest a strong 
stock company, operated under partial oversight of 
the A. B. A., or of mutual companies operated by 
bankers in different states? 


Some banks replied to one question and some to another. 


Some banks gave no statistics. 


QUESTION 3: If a banker’s company should be recom- 
mended, would your bank place at least a part of its ee ee eee ed from 7,500 A. B. A. banks. A sum 
“insurance line” with such company? 

Brief Summary of A. B. A. Insurance Referendum 

Favoring Organization of Bankers’ Co...................5,068 Banks 

Opposing Organization of Bankers’ Co...............6.- 613 Banks 

Non-Committal as to 1,237 Banks 

Favoring a MUTUAL 2,686 Banks 

Favoring a STOCK Company..........eeeeeeeeeeeceeee 2,362 Banks 

Promising Business to Bankers’ 4,738 Banks 

Refusing to Patronize Bankers’ Co......... 268 Banks 

Premiums Paid in 1916 by Reporting Banks 

5,112 Banks paid $367,380 Burglary Losses Recovered..........-- $49,889 

4,551 Banks paid $481,045 Fidelity Losses Recovered..........:+ 59,733 

1,771 Banks paid $525,283 Depository Losses Recovered............ None 


Average Payments for United States—Based on Above Figures 


For Burglary*......ccseccsccsess $71.86 per Bank; 15,000 A. B. A. Banks, this rate would pay $1,077,900 Annually 
For Fidelity.........0+.....-.-$105.70 per Bank; 15,000 A. B. A. Banks, this rate would pay $1,585,500 Annually 
For Depository. ....ccccceccssss $296.55 per Bank; 7,500 A. B. A. Banks, this rate would pay $2,224,125 Annually 
Total Premiums by A. B. A. Banks, estimated. $4,887,525 Annually 
Estimated Premiums by Non-Member Banks........cccccccccccccccccecscvccecccesees $4,887,525 Annually 
Total Premiums paid by Banks per year, estimated............cccccccccscccccenccceces $9,775,050 Annually 


*5,112 Banks paid $367,380 Premiums is an average payment of $71.86 per bank. 
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of the War 


Revenue Act of 1917 and the Second 
Liberty Loan with Supertaxes 


BY SEYMOUR KNIGHT 
With Sanderson and Porter, New York 


been passed by the Senate and House of Representa- 

tives, signed by President Wilson, and is now a law. 
This is the largest revenue taxation Act in the history of 
the United States. It is estimated that the amount of revenue 
which will be raised is $2,600,000,000. The measure is en- 
titled, ““An Act to provide revenue to defray war expenses 
and for other purposes.” It is a document containing from 
25,000 to 30,000 words. The Act provides for additional taxa- 
tion and amends and adds percentages of taxation to the now 
existing Act of September 8, 1916, entitled ‘‘An Act to increase 
the Revenue, and for other purposes.” , The captions or titles 
in the new Act from which revenue is to be derived are as 


follows: 


T° War Revenue Act of 1917 in its final form has 


Title I. War Income Tax. 

Title II. War Excess Profits Tax. 

Title III. War Tax on Beverages. 

Title LV. War Tax on Cigars, Tobacco and Manufac- 
tures thereof. 

Title V. War Tax on facilities furnished by Public 
Utilities and Insurance. 

Title VI. | War Excise Taxes. 


Title VII. War Tax on Admissions and Dues, 
Title VIII. War Stamp Taxes. 


Title IX. War Estate Tax. 

Title X. Administrative Provisions. 
Title XI. Postal Rates. 

Title XII. Income Tax Amendments. 


Title XIII. General Provisions. 


The greater part of the revenue will be derived from Title 
I, the War Income Tax on incomes of individuals, corporations, 
joint stock companies, associations and insurance companies, 
and from Title II, the War Profits Tax on net incomes of cor- 
porations, partnerships and individuals. 


A reading of the schedules for the taxation of individual 
incomes and the taxation of incomes considered as war profit— 
or, rather, excess profit—does not convey at a glance a correct 
idea regarding the resultant percentages which different taxa- 
tion amounts bear to the income of individuals or to the in- 
vested capital of corporations. 


Five schedules or tables have been worked out. 


Table I. The Individual Income Tax Schedule for Mar- 
tied Persons with $2,000 exempted from taxation, giving the 
normal tax, supertax or additional tax and the total tax for 
various incomes with the percentages which the supertax and 
total tax bear to the income. 


Table II. The net yield of 4 per cent. Second Liberty 
Loan Bonds of 1917 at par, subject to the income supertaxes 
of Table I, in comparison to 314 per cent. First Liberty Loan 
Bonds at par, the income from which is tax exempt. 


Copyrighted, 1917, by Seymour Knight. 


Tables III and IV. The War Excess Profits Tax on 
Domestic Corporation Net Income, showing a method for 
finding the war excess profits tax and its percentage of 1917 
invested capital and income. 

Table V. The tax on Individual Income in excess of 
$6,000 according to Section 209 of the War Excess Profits Tax, 
none of which income is from investments. 


The Individual Income Tax. Table I 


From Title I, Section 1, of the Act: 


“That in addition to the normal tax imposed by sub- 
division (a) of section one of the Act entitled “‘An Act to 
increase the revenue, and for other purposes,” approved 
September eighth, nineteen hundred and sixteen, there shall 
be levied, assessed, collected, and paid a like normal tax of 2 
per centum upon the income of every individual, a citizen or 
resident of the United States, received in the calendar year 
nineteen hundred and seventeen and every calendar year 
thereafter.” 


From Title I, Section 3: 

“That the taxes imposed by sections one and two of this 
Act shall be computed, levied, assessed, collected, and paid upon 
the same basis and in the same manner as the similar taxes 
imposed by section one of such Act of September eighth, nine- 
teen hundred and sixteen, except that in the case of the tax 
imposed by section one of this Act (a) the exemptions of $3,000 
and $4,000 provided in section seven of such Act of September 
eighth, nineteen hundred and sixteen, as amended by this Act, 
shall be, respectively, $1,000 and $2,000, and (b) the returns 
required under subdivisions (b) and (c) of section eight of such 
Act as amended by this Act shall be required in the case of net 
incomes of $1,000 or over, in the case of unmarried persons, 
and $2,000 or over in the case of married persons, instead of 
$3,000 or over, as therein provided. And (c) the provisions 
of subdivision (c) of section nine of such Act, as amended by 
this Act, requiring the normal income derived from interest to 
be deducted and withheld at the source of the income shall not 
apply to the new two per centum normal tax prescribed in sec- 
tion one of this Act until on and after January first, 1918, and 
thereafter only one two per centum normal tax shall be de- 
ducted and withheld at the source under the provisions of such 
subdivision (c), and any further normal tax for which the 
recipient of such income is liable under this Act or such Act of 
September 8, 1916, as amended by this Act, shall be paid by 
such recipient.” 


From Title XII, Section 1203, part (I): 


That section seven of such Act of September eighth, nine- 
teen hundred and sixteen, is hereby amended to read as follows: 

“Sec. 7. That for the purpose of the normal tax only, 
there shall be allowed as an exemption in the nature of a de- 
duction from the amount of the net income of each citizen or 
resident of the United States, ascertained as provided herein, 
the sum of $3,000, plus $1,000 additional if the person making 
the return be a head of a family, or a married man with a wife 
living with him, or plus the sum of $1,000 additional if the 
person making the return be a married woman with a husband 
living with her; but in no event shall this additional exemption 
of $1,000 be deducted by both a husband and a wife: Provided, 
That only one deduction of $4,000 shall be made from the ag- 
gregate income of both husband and wife when living together: 
Provided further, That if the person making the return is the 
head of a family there shall be an additional exemption of $200 
for each child dependent upon such person, if under eighteen 
years of age, or if incapable of self-support because mentally 
or physically defective, but this provision shall operate only in 
the case of one parent in the same family,” etc. 
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TABLE I 


Individual Income Tax for Married Persons 
with no Minor Dependents 


Net Yield of 4% Liberty Bonds at Par Subject to 
Income Supertaxes 


3 | 4 


Per | Per 
Cent. | Cent. 


| 3 of 
Income} 


Income Normal | Supertax 


40,000 | 1,480 


7 8 


Per Cent. of 
Income to 
Investor 


| Per Cent. Yield | 
of 4°, Bond | Investment at 
at Par 4 Per Cent. 


$50,000 
62,500 
75,000 
87,500 
100,000 


112,500 
125,000 


137,500 
150,000 
162,500 
175,000 
187,500 


200,000 


312,500 


325,000 
337,500 
350,000 
367,500 
375,000 


— 


500,000 
625,000 
750,000 
875,000 
1,000,000 


45,000 
50,000 
55,000 
60,000 


1,125,000 
1,250,000 
1,375,000 
1,500,000 


| 


65,000 
70,000 
75,000 
80,000 
85,000 | 3,280 
90,000 | 3,480 
95,000 | 3,680 
109,000 | 


10,980 


12,280 
13,580 
14,880 
16,180 


12,300 | 


1,625,000 
1,750,000 


2,125,000 
2,250,000 
2,375,000 
2'500,000 
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TABLE II 
1 | 2 5 6 9 
Tax ax DO 
|Incom 
$2,000 $ 0 | $0} 0 $ 0 0 100 | 4.00 
2599 10 0 0 10| .40 100 4.00 
3,000 20 0 0 20 | 167 109 4.00 
3,500 30 0 0 30 | .86 100 4.00 
4,000 40 | 0 0 | 40 | 9.00 100 | 4.00 | 
5,000 | 80 | 0 | 0 | 80 | f.60 100 4.00 | | 
5,500 | | 5 |  .09 | 105 | 99.91 8.996 
6,000 120 10| 17 130 | #17 99 83 3.993 
6,500 140 15| 155 | 9.39 99.77 3.991 
7,000 160 20| 180 | 3°57 99.71 3.988 
7°500 180 25| | 205 | 99 67 3.987 
8,000 200 35| | 235 | 2.94 99.56 3.982 | 
8.500 220 45| 265 | 3.12 99.47 3.979 212,500 
9,000 240 55| 61 295 | 3.28 99.39 3.976 225,000 
9,500 260" 65| .68 325 | 3.42 99 32 3.973 237,500 
10,000 280 75 | 355 | 3.55 99.25 3.970 250,000 
10,500 300 90 | .86 390 | 3.71 99.14 3.966 267,500 
11,000 320 105 | 96 425 | 3.86 99.04 3.962 275,000 
11,500 340 120| 1.04 460 | 4.00 98.96 3.958 287,500 
12/000 360 135 | 1.12 495 | 4.12 98.88 3.955 300,000 
12/500 380 150 1.20 530 | 4.24 9880 3.952 
13,000 400 170 | 1.31 | 570 | 4.38 98.69 3.948 
13,500 420 190| 1.41 610 | 4.52 9859 3.944 
14,000 440 210 | 1.50 650 | 4.64 98.50 3.940 
14,500 460 230 | 1.59 690 | 4.76 98.41 3.936 
15,000 480 230 | 1.67 730 | 4.87 9833 3.933 
15,500 500 | 275 | 9.77 775 | 5.00 98.23 3.929 | 387,500 
16,000 520 300 | 9-88 820 | 5.13 98.12 3.925 400,000 
16,500 540 325 | [97 865 | 5.24 98.03 3.921 412,500 
17,000 560 350 | 1.06 910 | 5.35 97.94 3.918 425,000 
17,500 580 375 | 955 | 5.46 97.86" 3.914 437,500 
18,000 600 400 | 1,000 | 5.56 97.78 3.911 450,000 
18,500 620 425| 930 1,045 | 5.65 97.70 3.908 462,500 
19,000 640 450 | 9.37 1090 | 5.74 97.63 3.905 475,000 
19,500 660 475 | 1135 | 5.82 97 56 3.902 487,500 
20,000 680 500 1.180 | 5.90 97.50 | 3900 
"25,000 880 900 | 3.60 1,780 | 7.12 96.40 3.856 | 
30,000 | 1,080 1,300 | 4.33 2'380 | 7.93 95 67 3.827 
1,700 | 4.86 2/980 | 8.51 95.14 3.806 
2100 | 5.25| 3,580 | 8.95 94.75 3.790 | 
: 1,680 2,700 | 6.00 4,380 | 9.73 94.00 3.760 | 
1/880 | 6.60 5.180 |10.36 93.40 3.736 
2'080 3,900 | 7.09 5,980 |10.87 92.91 3.716 
2'280 4:500| 7.50! 6,780 |11.30 92.50 3.700 
5,350 | 8.23 7,830 |12.05 91.77 | 3.671 
6.200 | 8.86 8880 |12.69 91.14 3.646 
7.050 | 9.40 91930 |13.24 90.60 3.624 1,875,000 | 
7900! 9.88| |13.73 90.12 3.605 | 2'000,000 
9,000 | 10.59 [14.45 89.41 | 3.576 | 
10,100 | 11.22 15.09 88.78 3.551 
200 | 11.79 15.66 88.21 3.528 | 
1230 16.18 87.70 3.508 
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TABLE I 


Individual Income Tax for Married Persons 
with no Minor wit ndents 


1 | 92 3 | 4 5 | 6 
Per Per 
Income Normal | Supertax _ Cent. | Total | Cent. 
Tax | 3 of Tax 5 of 
| Income} |Income 


110,000 | 4,280 15,000 | 13.64 | 19,280 {17.53 
120,000 4,680 17,700 | 14.75 22,380 |18.65 
130,000 5,080 20,400 | 15.69 25,480 |19.60 
140,000 5,480 23,100 | 7 50 28,580 |20.41 


150,000 | 5,880 25,800 | 17.20 | 31,680 |21.12 
. 160,000 6,280 28,900 | 18.06 35,180 |21.99 
170,000 6,680 32,000 | 18.82 38,680 |22.75 
180,000 7,080 35,100 | 19.50 42,180 |23.43 


190,000 7,480 38,200 | 20.11 45,680 |24.04 
200,000 7,880 41,300 | 20.65 49,180 |24.59 


210,000 8,280 45,000 | 21.43 53,280 |25.37 
220,000 8,680 48,700 | 22.14 57,380 |26.08 
230,000 9,080 52,400 | 22.78 61,480 |26.73 
240,000 9,480 56,100 | 23.38 65,580 |27.33 
250,000 9,880 59,800 | 23.92 69,680 |27.87 
260,000 | 10,280 64,000 | 24.62 74,280 |28.57 
270,000 | 10,680 68,200 | 25.26 78,880 |29.21 
280,000 | 11,080 72,400 | 25.86 83,480 |29.81 
290,000 | 11,480 76,600 | 26.41 88,080 |30.37 
300,000 | 11,880 | 80,800 | 26.93 92,680 30.89 
350, 000 | 13,880 103, 800 | 29.66 117, 33.62 
400,000 | 15,880 126,800 | 31.70 | 142,680 |35.67 
450,000 | 17,880 149,800 33.29 167,680 37.26 
500,000 | 19,880 172,800 | 34.56 192,680 |38.54 
600, 000 | 23,880 222,800 | 37.13 
700,000 | 27,880 272,800 | 38.97 300,680 |42.95 
750,000 | 29,880 297,800 | 39.71 327,680 |43.69 
800, 000 31, 880 "825,300 40.66 357,180 |44.65 
900,000 | 35,880 380,300 | 42.26 416,180 |46.24 
1,000,000 | 39,880 435,300 | 43.53 475,180 |47.52 
1,100,000 43, 880 496,300 | 45.12 540,180 |49.25 
1,200,000 | 47,880 557,300 | 46.44 605,180 |50.43 
1,300,000 51,880 618,300 | 47.56 670,180 |51.55 
1,400,000 | 55,880 679,300 | 48.52 735,180 |52.51 
1,500,000 | 59,880 740,300 | 49.35 800,180 |53.35 
1,600,000 | 63,880 802,300 | 50.14 | 866,180 |54.14 
1,700,000 | 67,880 864,300 | 50.84 932,180 |54.83 
1,800,000 | 71,880 926,300 | 51.46 998,180 |55.45 
1,900,000 | 75,880 988,300 | 52.02 | 1,064,180 {56.01 
2,000,000 | 79, 880 | 1,050,300 | 52.52 | 1,130,180 {56.51 
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TABLE II 


Net Yield of 4% Liberty Bonds at Par Subject to 


Income Supertaxes 


246,680 |41.11 


Per Cent. of 
Income to 
Investor 


3,000,000 | 1119, 880 | 4, 680, 300 | 56.01 | 1,800,180 |60.01 
4,000,000 | 159,880 2;310,300 | 57.76 | 2,470,180 |61.75 
5,000,000 199,880 2,940,300 | 58.81 | 3,140,180 |62.80 
6,000,000 | 239,880 | 3,570,300 | 59.51 | 3,810,180 |63.50 
7,000,000 | 279,880 | 4,200,300 | 60.00 | 4,480,180 |64.00 
8,000,000 | 319,880 | 4,830,300 | 60.38 | 5,150,180 64.38 
9,000,000 | 359,880 | 5,460,300 | 60.67 | 5,820,180 |64.67 
10,000,000 | 899, 880 | 6,090,300 | 60.90 | 6,490,180 64.90 


—— 


8 9 


Per Cent. Yield. | 
of 4% Bond | Investment at 
at Par 4 Per Cent. 

| 

2,750,000 
3,000,000 
3,250,000 
3,500,000 
3,750,000 


4, ,000, 000 


| 
| 
86.36 
4 85.25 | 
84.31 
83 .50 | 
82.80 
81.94 3.278 | | 
81.18 3.247 
80.50 3.220 4,500,000 
79.89 3.196 4,750,000 
79.35 3.174 | 5,000,000 
78.57 3.143 5,250,000 
4 77.86 | 3.114 5,500,000 
17.22 3.089 5,750,000 
’ 76.62 | 3.065 6,000,000 
76.08 3.043 6,230,000 
75.38 3.015 6,500,000 
74.74 | 2.990 | 6,750,000 
74.14 | 2.966 | 7,000,000 
73.59 } 2.944 7,250,000 
73.07 2.923 7,500,000 
il 
| 
| 
! 
I 


By the Act of September 8, 1916, the normal tax for the 
head of a family or for a married man with a wife living with 
him is 2 per cent. on the income in excess of $4,000. The new 
Act of 1917 adds 2 per cent. on the income in excess of $2,000, 
This results in a normal tax of 2 per cent. on the income from 
$2,000 to $4,000 and 4 per cent. on the income in excess of 
$4,000. The normal tax may be determined two ways. The 
normal tax on $40,000 income will be: 


First— $40,000 income. 
2,000 exempt by new Act 
$38,000 
2,000 @ 25%... oe $40 
$36,000 @ 4°). $1,440 
$1,480 
Second— $40,000 income. 
2,000 exempt by new Act. 
$38,000 @ 2%..... $760 


$40,000 income. 
exempt py old Act. 


@ 


$36,000 720 


Individual Income Supertax or Additional Tax, 
Table I 

From Title I, Section 2: 

“That in addition to the additional tax imposed by sub- 
division (b) of section one of such Act of September eighth, 
nineteen hundred and sixteen, there shall be levied, assessed, 
collected, and paid a like additional tax upon the income of 
every individual received in the calendar year nineteen hundred 
and seventeen and every calendar year thereafter, as follows: 


The first three columns are rearranged from the text: 


Upon the Total 
amount by which per cent. 
the total And does Added by Existing for each 
net income not Act of Act of _ section of 
exceeds exceed 1917 1916 income 
$5,000 $7,500 1% 0°% 1% 
7,500 10,000 2 0 2 
10,000 12,500 3 0 3 
12,500. 15,000 4 0 4 
15,000 20,000 5 0 5 
20,000 40,000 7 1 8 
40,009 60,000 10 2 12 
60,000 80,000 14 3 17 
80,000 100,660 18 4 22 
100,000 150,000 22 5 27 
150,000 200,000 25 6 31 
200,000 250,000 30 7 37 
250,000 300,000 34 8 42 
300,000 500,000 37 9 46 
600,000 750,000 40 10 50 
750,000 1,000,000 45 10 55 
1,000,000 1,500,000 50 11 61 
1,500,000 2,000,000 50 12 62 
2,000,000 upwards 50 13 63 
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, The supertax on $20,000 net income is determined as fol- 
OWS: 
$20,000 net income. 


Income 5,000 exemption. 

Section —— 
$15,000 

$5,000- 7,500 2,500 @ 1°%..... $25 
12,500 

7,500-10,000 2,500 @ 2°%..... 50 
10,000 

10,000-12,500 2,500 @ 3%..... 75 
7,500 

12,500-15,000 2,500 @ 4% - 100 

$5,000 

15,000-20,000 5,000 @ 5°%%..... 250 


$500 supertax. 
The individual income tax of Table I is applied after the 
war profits tax of Section 201 is applied to income, when de- 
rived from business, and is also applied in conjunction with 
the 8 per cent. tax as in Section 209, upon the income mainly 
of professional and salaried persons. 


The 4 Per Cent. Second Liberty Loan Bonds and the 
Supertax, Table II 
Five thousand dollars of individual net income is exempt 
from the supertax. A tax on the income from bonds is the 
equivalent of lowering the cash or fixed rate of interest. Every 
purchaser of 4 per cent. Second Liberty Loan Bonds knows 


that if his net income exceeds $5,000 a year, his income from- 


4 per cent. Liberty Bonds will be taxed and the resultant rate 
will be less than 4 per cent. Column 7 of Table II shows the 
per cent. of income received by the investor and is the difference 
between the supertax percentage of Table I, Column 4, and 
100 per cent. Column 8 shows the decreasing per cents. of 
yield of a 4 per cent. Liberty Bond at par as the net income 
increases. A 4 per cent. Liberty Bond at par, taxed 1214 per 
cent. by the supertax schedule will yield the same as a 314 per 
cent. Liberty Bond at par, tax exempt. This requires a net 
income of slightly over $100,000, any part of or all of which 
may be from 4 per cent. Liberty Bonds. 

If a married person has an income of $50,000 a year, made 
up of $25,000 income from taxable stocks and bonds, not 
Liberty Bonds, and $25,000 income from 4 per cent. Liberty 
Bonds, the total tax will be, from the tables: 


For the first $25,000 the normal tax is.... 
For the total $50,000 the supertax is..... 


$880 or 1.76% 
3,300 or 6.60% 


Total tax....... $4,180 or 8.36% 


If the total income is $50,000 from taxable stocks and 
bonds subject to both normal and supertaxes: 
The normal tax is.............c0ceeeees $1,880 or 3.76% 
The supertax is........ 3,300 or 6.60% 


The $50,000 total income, however, may represent an in- 
vestment of $1,250,000 entirely in 4 per cent. Liberty Bonds 
with an income supertax of 6.6 per cent., or may represent an 
investment of $833,333 at 6 per cent. On the other hand, the 
$1,250,000 invested at 6 per cent., giving $75,000 income, will 
be taxed $13.24 per cent. 

Table II, showing the comparison between the first 314 
per cent. Liberty Bonds and the second 4 per cent. Liberty 
Bonds, is given for statistical information. Every wealthy per- 
son can afford to purchase and hold 4 per cent. second Liberty 
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Bonds subject to the supertax even though the income rate 
should result less than 3} per cent. 

In his address before the American Bankers Association 
recently in Atlantic City, Mr. McAdoo, Secretary of the Trea- 
sury, gave the following important statements in substance as 


follows: 
That the 1st 314°% Liberty Bonds did not make a very 


great appeal. 
That of 4,000,000 subscribers 3,960,000 subscribed $10,000 


and less. 
That to the 40,000 subscribers of wealth, the exemption 


from supertaxes means‘a great deal. 
That it was the duty of the wealthy to disregard income 
return in order that the financial operations of the government 


should not fail. 

That the government could not sell bonds to the rich at a 
basis, but at a price. 

That the operation of the supertax depends on the wealth 


of the bond holder. 
Mr. McAdoo likened the government to a large centra] 


electric power station which must be kept in operation, ready, 
at a moment’s notice, to serve everyone, rich and poor alike, 
and that it must not fail. . 


The Corporation Income Tax 
From Title I, Section 4: 
“That in addition to the tax imposed by subdivision (a) 
of section ten of such Act of September eighth, nineteen hundred 
and sixteen, as amended by this Act, there shall be levied, 


assessed, collected, and paid a like tax of four per centum upon 
the income received in the calendar year nineteen hundred and 
seventeen and every calendar year thereafter, by every corpo- 
ration, joint-stock company or association, or insurance company, 
subject to the tax imposed by that subdivision of that section, 
except that if it has fixed its own fiscal year, the tax imposed 
by this section for the fiscal year ending during the calendar 
year nineteen hundred and seventeen shall be levied, assessed, 
collected, and paid only on that proportion of its income for 
such fiscal year which the period between January first, nine- 
teen hundred and seventeen, and the end of such fiscal year 
bears to the whole of such fiscal year. : 

The tax imposed by this section shall be computed, levied 
assessed, collected, and paid upon the same incomes and in the 
same manner as the tax imposed by subdivision (a) of section 
ten of such Act of September eighth, nineteen hundred and six- 
teen, as amended by this Act. 

Except for the purposes of the tax imposed by this section, 
the income embraced in a return of a corporation, joint stock 
company or association, or insurance company, shall be credited 
with the amount received as dividends upon the stock or from 
the net earnings of any other corporation, joint stock company 
or association, or insurance company, which is taxable upon its 
net income as provided in this title.” 

The tax in Section 10 of the Act of September 8, 1916, is 
2 per cent., which, added to the 4 per cent. of Section 4 of this 


Act, gives a total of 6 per cent. tax on the corporation income. 


The War Excess Profits Tax, Title II 


Section 200. That when used in this title— 
“The term ‘corporation’ includes joint stock companies 
or associations and insurance companies; 

__.. rhe term ‘domestic’ means created under the law of the 
United States, or of any State, Territory, or district thereof, 
and the term ‘foreign’ means created under the law of any 
other possession of the United States or of any foreign country 
or Government; 

The term ‘United States’ means only the States, the 
Territories of Alaska and Hawaii, and the District of Columbia; 

The term ‘taxable year’ means the twelve months ending 
December thirty-first, excepting in the case of a corporation or 
pN‘nership which has fixed its own fiscal year, in which case 
1t means such fiscal year. The first taxable year shall be the 
year ending December thirty-first, nineteen hundred and seven- 


AMERICAN BANKERS ASSOCIATION 


297 


teen, except that in the case of a corporation or partnership 
which has fixed its own fiscal year, it shall be the fiscal year 
ending during the calendar year nineteen hundred and seven- 
teen. If a corporation or partnership, prior to March first, 
nineteen hundred and eighteen, makes a return covering its own 
fiscal year, and including therein the income received during 
that part of the fiscal year falling within the calendar year 
nineteen hundred and sixteen, the tax for such taxable year 
shall be that proportion of the tax computed upon the excess 
profits during such full fiscal year, which the time from January 
first, nineteen hundred and seventeen, to the end of such fiscal 
year bears to the full fiscal year; and the term “ prewar period’ 
means the calendar year nineteen hundred and eleven, nineteen 
hundred and twelve, and nineteen hundred and thirteen, or if 
a corporation or partnership was not in existence or an indi- 
vidual was not engaged in a trade or business during the whole 
of such period, then as many of such years during the whole of 
which the corporation or partnership was in existence or the 
individual was engaged in the trade or business. 

The terms ‘trade’ and ‘business’ include professions and 
occupations.” 

The term “net income” means in the case of a foreign 
corporation or partnership or a non-resident alien individual, 
the net income received from sources within the United States. 

Section 201. That in addition to the taxes under existing 
law and under this Act there shall be levied, assessed, collected, 
and paid for each taxable year upon the income of every cor- 
poration, partnership, or individual, a tax (hereinafter in this 
title referred to as the tax) equal to the following percentages 
of the net income: 

Twenty per centum of the amount of the net income in 
excess of the deduction (determined as hereinafter provided) 
and not in excess of fifteen percentum of the invested capital 
for the taxable year; 

Twenty-five percentum of the amount of net income in ex- 
cess of fifteen percentum and not in excess of twenty percentum 


of such capital; ; 

Thirty-five percentum of the amount of net income in excess 
of twenty percentum and not in excess of twenty-five percentum 
of such capital; 

Forty-five percentum of the amount of net income in excess 
of twenty-five percentum and not in excess of thirty-three per- 
centum of such capital; and 

Sixty percentum of the amount of the net income in excess 
of thirty-three percentum of such capital. —— 

Section 203. That for the purposes of this title the 
deduction shall be as follows, except as otherwise in this title 
provided: 

(a) In the case of a domestic corporation, the sum of (1 
an amount equal to the same percentage of the invested capit 
for the taxable year which the average amount of the annual 
net income of the trade or business during the pre-war period 
was of the invested capital for the pre-war period (but not 
less than seven or more than nine percentum of the invested 
cap.tal for the taxable year), and (2) $3,000; 


Section 203 (b) provides that for a domestic partnership 
or for a citizen or resident of the United States the deduction 
shall be as above but allowing $6,009 exemption in place of 
$3,000. 

Section 203 (ce) provides that for a foreign corporation or 
partnership or for a non-resident alien individual, the deduction 
omits any fixed sum such as the $3,000 or $6,000 above. 


Section 207. That as used in this title the term “invested 
capital” for any year means the average invested capital for 
the year, as defined and limited in this title, averaged monthly. 
As used in this title ‘‘invested capital’? does not include stocks, 
bonds (other than obligations of the United States), or other 
assets, the income from which is not subject to the tax imposed 
by this title, nor money or other property borrowed, and means, 
subject to the above limitations: 


(a) In the ease of a corporation or partnership: (1) Actual 
cash paid in, (2) the actual cash value of tangible property paid 
in other than cash, for stock or shares in such corporation or 
partnership at the time of such payment, (but in case such 
tangible property was paid in prior to January first, nineteen 
hundred and fourteen, the actual cash value of such property 
as of January first, nineteen hundred and fourteen, but in no 
case to exceed the par value of the original stock or shares 


—— 
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specifically issued therefor,) and (3) paid in or earned surplus 
and undivided profits used or employed in the business, exclu- 
sive of undivided profits earned during the taxable year; Pro- 
vided, That (a) the actual cash value of patents and copyrights 
paid in for stock or shares in such corporation or partnership, at 
the time of such payment, shall be included as invested capital, 
but not to exceed the par value of such stock or shares at the 
time of such payment and (b) the good-will, trade marks, trade 
brands, the franchise of a corporation or partnership, or other 
intangible property, shall be included as invested capital if the 
corporation or partnership made payment bona fide therefor 
specifically as such in cash or tangible property, the value of 
such good-will, trade-mark, trade brand, franchise, or intangible 
property, not to exceed the actual cash or actual cash value of 
the tangible property paid therefor at the time of such payment; 
but good-will, trade marks, trade brands, franchise of a corpora- 
tion or partnership, or other intangible property, bona fide, pur- 
chased prior to March third, nineteen hundred and seventeen, 
for and with interests or shares in a partnership or for and with 
shares in the capital stock of a corporation, (issued prior to 
March third, nineteen hundred and seventeen,) in an amount 
not to exceed, on March third, nineteen hundred and seventeen, 
twenty per centum of the total interests or shares in the part- 
nership or of the total shares of the capital stock of the corpo- 
ration, shall be included in invested capital at a value not to 
exceed the actual cash value at the time of such purchase, and in 
case of issue of stock therefor not to exceed the par value of 
such stock: 

(b) In the case of an individual, (1) actual cash paid into 
the trade or business, and (2) the actual cash value of tangible 
property paid into the trade or business, other than cash, at the 
time of such payment (but in case such tangible property was 
paid in prior to January first, nineteen hundred and fourteen, 
the actual cash value of such property as of January first, nine- 
teen hundred and fourteen,) and (3) the actual cash value of 
patents, copyrights, good-will, trade marks, trade brands, fran- 
chises, or other intangible property, paid into the trade or busi- 
ness, at the time of such payment, if payment was made 
therefor specifically as such in cash or tangible property, not 
to exceed the actual cash or actual cash value of the tangible 
property, bona fide, paid therefor at the time of such pay- 
ment. 

Section 208. That in case of the reorganization, consoli- 
dation, or change of ownership of a trade or business after 
March third, nineteen hundred and seventeen, if an interest or 
control in such trade or business of fifty per centum or more 
remains in control of the same persons, corporations, associa- 
tions, partnerships, or any of them, then, in ascertaining the 
invested capital of the trade or business, no asset transferred 
or received from the prior trade or business shall be allowed a 
greater value than would have been allowed under this title in 
computing the invested capital of such prior trade or business 
if such asset had not been so transferred or received, unless 
such asset was paid for specifically as such, in cash or tangible 
property, and then not to exceed the actual cash or actual cash 
value of the tangible property paid therefor at the time of such 
payment. 

Section 209. That in the case of a trade or business having 
no invested capital or not more than a nominal capital there 
shall be levied, assessed, collected, and paid, in addition to the 
taxes under existing law and under this act, in lieu of the tax 
imposed by section two hundred and one, a tax equivalent to 
eight per centum of the net income of such trade or business, 
in excess of the following deductions: in the case of a domestic 
corporation, $3,000, and in the case of a domestic partnership, 
or a citizen or resident of the United States, $6,000, in the case 
of all other trades or business, no deduction. 


Corporation War Excess Profits Tax, Tables III and IV 

In Sectisn 201 it is difficult to determine the exact meaning 
of ‘‘net income.” Section 201 states that the war profits tax 
percentages shall apply to the ‘‘net income.” Section 203 (a) 
for domestic corporations defines the deduction or exemption 
with limits of from 7 per cent. to 9 per cent. of the invested 
capital for the taxable year plus $3,000. This means that the 
“net income” of Section 201, is the taxable part of the income. 
It is apparently the intent to make a deduction from income 
leaving the ‘“‘net income” to be taxed. On this basis it is 


evident that any corporations war excess profit tax will be least 
when the 9 per cent. deduction is used plus $3,000 and also when 
the invested capital for the taxable year is as large as possible, 
The 9 per cent. deduction may be used as a maximum only 
when the ratio of average income to average capital during the 
“pre-war” period of 1911, 1912 and 1913 is equal to of 
greater than 9 per cent. 

To show how the war profits or excess profits tax works 
out in per cent. of 1917 invested capital the following examples 
in Tables III and IV are given. 

Example.—Assume that a corporation with a 1917 in- 
vested capital of $1,000,000 has a 1917 income of $310,000, ° 


Table III 


$310,000 = 31% of capital 
93,000 = 9.3% of capital 


$217,000 = 21.7% of capital 
The first tax is 20 per cent. on that part of $217,000 equal to 
“the amount of the net income in excess of the deduction and 
not in excess of 15 per cent. of the invested capital for the 
taxable year.” 


Net Income for Taxation..... $217,000 
$150,000 less $93,000.. 57,000 taxed 20% or $11,400 


$160,000 


Income, 1917 
Deduction of 9°% + $3,000 


Net Income for Taxation 


5% of $1,000,000 (20%—15%) 50,000 taxed 25°; or 


$110,000 
50,000 taxed 35°, or 


12,500 


5% of $1,000,000 (25°%—20%) 17,500 


$60,000 taxed 45°% or 27,000 


which is 6.84 per cent. of 1917 invested capital. The income of 
$310,000 less the tax of $68,400 leaves $241,600 subject to the 
6 per cent. corporation income tax of $14,496 which is $1.45 
per cent. of the invested capital. The total tax of $82,896 is 
8.29 per cent. of 1917 invested capital or 26.7 per cent. of 1917 
income. 

If the per cent. of average income to average capital during 
the pre-war period is 7 per cent. or less than 7 per cent., 7 per 
cent. will be used for the protection of the corporation. The 
tax will be greater and works out as follows: 


Table IV 


$310,000 
73,000 


31° of capital 


Income, 1917 
7.3% of capital 


Deduction of 7°% + $3,000... 
$237,000 = 23.7% of capital 


Net Income for Taxation..... 
7,009 taxed 20% or $15,400 


$150,000 less $73,000... 
$160,000 
50,000 taxed 25% or 


$110,000 
50,000 taxed 35% or 


5% of $1,000,000 (20% —15%) 12,500 


of $1,000,000 (25°%4—20%) 17,500 


Total Tax $72,400 
which is 7.24 per cent. of 1917 invested capital. The income of 
$310,000 less the tax of $72,400 leaves $237,600 subject to the 
6 per cent. corporation income tax of $14,256, which is 1.43 
per cent. of the invested capital. The total tax of $86,656 is 
8.67 per cent. of 1917 invested capital or 27.95 per cent. of 1917 


income. 
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Partnership War Excess Profits Tax 


For a partnership invested capital of $1,000,000 in business 
an exemption of $6,000 is allowed in addition to the 7 per cent. 
or 9 per cent. of capital. For the 9 per cent., giving $96,000 
exemption the war profit tax is $67,800 leaving $242,200, which 
if divided among four partners would leave each an income of 
$60,550 subject to the individual income tax as in Table I. 


Individual War Excess Profits Tax 


For an individual with an invested capital of $1,000,000 
in business, an exemption of $6,000 is allowed in addition to the 
7 per cent. or 9 per cent. of capital. For the 9 per cent., giving 
$96,000 exemption, the war profit tax is $67,800, leaving $242,- 
200, which is subject to the individual income tax as in Table I. 


Professions and Trades 


Section 209 provides extra taxation for individuals with a 
trade or business having no invested capital, or a nominal 
invested capital. The tax schedule of Section 201 is not applied 
but a flat tax of 8 per cent. is levied on incomes in excess of 
$3,000 for domestic corporations and on incomes in excess of 
$6,000 for domestic partnership citizens and residents of the 
United States. This is in addition to the corporation income 


and individual income taxes and probably applies not only to 
persons in professions but to salaried men in all lines of business. 
In Section 200 it states, that the terms “trade’’ and “ business” 
include professions and occupations. 

If a lawyer’s only income is from his profession and amounts 
to $18,509 a year, his first tax is $1,000 or 5.41 per cent. 
according to Table V. The remaining $17,500 is yet taxable 
by Table I, by $955 or 5.46 per cent. of th> $17,500 or by 5.16 
per cent. of the $18,500, making 10.57 per cent. total. 

The individual income tax works out that an individual, 
with a salary or fee of $10,000 a year will be first taxed on 
$4,000 by the 8 per cent. of Section 209. The remaining net 
income from salary of $9,680 added to any income from full 
taxable stocks and bonds (no 4% Liberty Bonds) establishes 
the normal tax. Adding to income the income from 4% Liberty 
Bonds establishes the supertax. 

This is all the more argument for investing in 4 per cent. 
Liberty bonds, which are exempt for normal taxes and the tax of 
Section 209. 


Table V 
Showing the tax of 8 per cent. on individual income in 
excess of $6,000, according to Section 209 of the War Excess 
Profits Tax, none of which incontie is from investments. 


~ Per Cent. || | Per Cent. || Per Cent. 
Income Tax Tax to || Income Tax Tax to | Income Tax Tax to 
Income |} Income Income 
$6,000 $ 0 0 $16,000 $800 5.00 $80,000 $5,920 | 7.40 
6,500 40 62 | 16,500 840 5.09 | 85,000 6,320 7.44 
7,000 80 | 1.14 17,000 880 5.18 |} 90,000 6,720 7.47 
7,500 120 | 1.60 17,500 920 5.26 95,000 | 7,120 7.49 
8,000 160 | 2.00 | 18,000 960 5.33 |, 100,000 | 7,520 7.52 
8,500 200 2.35 18,500 | 1,000 5.41 |} 110,000 8,320 | 7.55 
9,000 240 2.67 19,000 | 1,040 5.47 || 120,000 9,120 7.60 
9,500 280 2.95 19,500 | 1,080 5.54 | 130,000 | 9,920 7.64 
10,000 320 3.20 20,000 1,120 5.60 | 140,000 | 10,720. 7.66 
10,500 | 860 | 3.43 25,000 1,520 6.08 || 150,000 | 11,520 7.68 
11,000 400 3.64 | 30,000 1,920 6.40 | 160,000 | 12,320 7.7 
11,500 440 3.83 | 35,000 2,320 6.63 || 170,000 | 13,120 
12,000 480 4.00 | 40,000 2,720 6.80 || 180,000 | 13,920 7.73 
12,500 | 520 4.16 | 45,000 3,120 6.93 | 190,000 | 14,720 7.75 
13,000 | 560 4.31 | 50,000 3,520 7.04 200,000 | 15,520 7.76 
13,500 600 4.44 55,000 3,920 7.13 |I 210,000 16,320 tee 
14,000 | 640 4.57 | 60,000 4,320 7.20 I 220,000 17,120 | 7.78 
14,500 680 4.69 | 65,000 4,720 7.26 | 230,000 17,920 1.8 
15,000 720 4.80 70,000 5,120 7.31 | 240,000 | 18,720 7.80 
15,500 760 4.90 | 75,000 5,520 7.36 250,000 19,529 7.81 
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instrument of present-day society, and on this ac- 

count must play an important role in the prosecution 
of the war in which we are engaged and in the recon- 
struction of our commercial and industrial life on the 
return of peace. In order that it may perform these 
important services, however, it must be protected against 
injury and its efficiency, if possible, must be increased. 

Unfortunately, it is a very delicate instrument and 
cannot be used for any purpose other than that for which 
it was designed without danger of impairment or even, in 
some cases, of destruction, and war is a rude and violent 
master, careless of the agencies it employs, and likely 
to use for its purposes any means at hand, regardless of 
consequences. It is the problem of statesmanship to 
provide thts master with such tools as he needs, but at 
the same time to prevent his using delicate instruments 
for heavy work simply because they happen to be nearest 
his hand when the job is to be done. 

The machinery of credit is designed to enable ex- 
changes to be made in which the element of time is a 
vital matter. Every complete exchange involves two per- 
sons, two goods and two transfers, and when an appreciable 
amount of time intervenes between these transfers, credit 
is necessary. When the transfers are practically simul- 
taneous money serves as the medium and credit is not 
required. 

The manner in which these time exchanges, as we 
may be permitted to call them, is effected through credit 
is understood by bankers and many business men and need 
not be described in detail. It is sufficient to say that the, 
process is primarily one of exchanging the credit docu- 
ments which record these time transactions between busi- 
ness men for checking accounts or notes at banks and the 
transfer by the banks of balances between these accounts 
or of the notes from one business man to another, as the 
latter utilize them in the making of payments. 

The chief danger from which commercial credit suffers 
is the ease with which it may be temporarily employed in 
investment operations. These differ from those which 
constitute the field for commercial credit in that the pay- 
ment of the credit obligations involved in them depends 
upon profits instead of upon the transfer of goods between 
purchasers and sellers and the performances of the normal 
and regular process of manufacturing and agriculture. 
In consequence, if investment securities are exchanged at 
banks for credit balances on checking accounts or for 
bank notes, these balances and notes cannot be met by the 
banks by transfers between accounts or the receipt of 
notes from other customers, since the slow processes of 
earning profits do not bring to the banks in time the 
necessary off-sets and cash. The attempt, therefore, to 
use commercial credit for investment purposes infringes 
upon bank reserves, and when long continued and made 
on a large scale results in financial crisis and the com- 
mercial and other disasters which follow in their train. 

This distinction between commercial and investment 


CO instrament of credit is an absolutely indispensable 


* Address before the Convention of the United States Chamber 
of Commerce. 


credit is vital in this discussion since the use of the ma- 
chinery of the former in the operations of the latter ig 
one of the greatest dangers with which we are likely to be 
threatened in the months and years immediately before us, 
In the successful prosecution of this war two gigantic 
tasks confront this nation, that of selecting and training 
a large army and navy and that of equipping them with 
the most efficient implements and other necessities of war- 
fare. With the first task commercial credit is only indi- 
rectly concerned, but in the second it is directly involved in 
the most vital manner as an instrument, the use of which 
is indispensable and the abuse of which may be fatal. 
The proper equipment of an army and navy of the 
requisite size and efficiency will cost, we are told, from 
a fourth to a third of the income of all the people of this 
country during the period of the war, and this huge sum 
must be paid as we go. Not a dollar of it can be borrowed 
. from other countries nor deferred to a future period. By 
private or public loans within the nation itself, some of 


- us may spread our payments over a longer period by in- 


ducing others of our fellow citizens to assume more than 
their allotted share, but the nation itself must supply the 
entire amount as it is needed. 

In performing this task, therefore, we must devise 


and execute the means of inducing our people to save - 


from a fourth to a third of their incomes and of trans- 
ferring these savings to the government for the use of 
the army and navy. So gigantic tasks as these this nation 
has never before attempted and their successful accom- 
plishment will tax to the utmost its energy, ingenuity and 
patriotism. 

The proper methods of inducing our people to part 
with so large a portion of their annual incomes for war 
purposes for a series of years is a topic of prime impor- 
tance, but need not be discussed in this connection. Suffice 
it to say that they will certainly involve taxation to the 
limit and enormous public loans, and in all probability 
industrial conscription, on a fairly large scale. The trans- 
fer of the necessary savings to the government, however, 
involves the use of commercial credit and must be con- 
sidered. 

The savings of the people from which the war fund 
must be taken will not accrue from day to day and week 
to week precisely as it is needed even though, during the 
entire war period or for each annual period, it be adequate 
in total amount. In most cases, probably in every case, 
they will have to be anticipated. At the beginning of the 
war, when the Liberty Loan was floated, the bulk of our 
savings were already invested, and it is highly probable 
that the proceeds of that loan will all be expended before 
the full amount has actually been saved. Our experience 
with the next loan and with each succeeding one will 
doubtless be the same, and we shall be extremely fortunate 
if the discrepancy between what is available and what is 
needed does not become each time greater. The com- 
mercial banking machinery of the country made possible 
the Liberty Loan in advance of our savings and it should 
and doubtless will perform the same service in future 
loans, but in so doing it will be confronted by a serious 
difficulty and threatened by a grave danger. 
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The length of time for which banks may safely antici- 
pate savings cannot be stated in terms of weeks or months. 
Each institution must determine this by its own experience, 
but the principle to be followed is clear: the bank must 
be assured that the savings are in process of making and 
will be forthcoming in due time. In order to have this 
assurance every loan made to the purchaser of a govern- 
ment bond in order to enable him to buy must be care- 
fully scrutinized with a view to its ultimate paym-nt 
before the time at which the bank will need the funds for 
other purposes. The bond itself deposited as security will 
not give this assurance, since its sale to another investor 
at the right time cannot be guaranteed on a market that is 
likely to be surfeited the greater part of the time, and its 
sale to another bank would simply shift the burden to 
another part of the financial mechanism. 

At this point appear two dangers, namely, that the 
principle just suggested: may not be followed, and that 
even a conscientious attempt to follow it may not succeed. 
It may be questioned whether the average banker fully 
appreciates the danger of exclusive reliance during this 
war on government bonds as security, no matter how high 
the grade of the bonds may be. He has been accustomed 
to accept such security without question, knowing well 
that he could dispose of it at any time without danger of 
loss. Without some bitter experience it may not be easy 
to give him an adequate appreciation of the change in 
market conditions which the flotation of the enormous 
bond issues required by this war will involve. 

A conscientious attempt to follow this principle may 
fail because of popular or governmental pressure or bad 
judgment. Unfortunately, the average man does not un- 
derstand the business of banking and may, therefore, 
feel aggrieved if his banker should refuse to carry his 
loans indefinitely when they. are secured by first-class 
government bonds, especially when such loans were made 
for the patriotic purpose of supporting the government 
in the war. His neighbors will agree with him, and be- 
tween them they may bring to bear upon the banker an 
adverse public opinion too strong for him to resist. 

The government may add an almost, if not quite, 
irresistible force to this pressure. It certainly does not 
now intend any such thing, but suppose the market ex- 
hibits a decided disposition not to absorb some of the bad 
issues offered, a situation certain to arise if the savings 
of the public do not keep pace with the government’s 
needs! 

It is obvious we are face to face here with the great 
problem already alluded to, of inducing the people of 
this country to double or treble their normal savings 
during the period of this war. If we fail to solve that 
problem, a disastrous abuse of commercial credit is more 
than probable. 

A failure on the part of the banker correctly to 
estimate the probable savings of his bond-buying cus- 
tomers is, of course, possible, but his natural conserva- 
tism will protect him at this point, and it is not, there- 
fore, probable that great danger is to be anticipated from 
this source. 

The best safeguard against the danger of an over- 
extension of credit to purchasers of bonds, no matter for 
what reason induced, is a keen appreciation of the con- 
Sequences of such action. These are ordinarily described 
by the word inflation. Specifically they are what I have 
already referred to as the result of using commercial 


credit machinery for investment purposes and may be 
described more in detail as follows: 


When a commercial banker makes a loan*to a cus- 
tomer, in the case under consideration to a purchaser of 
a government bond, he normally creates against his bank 
a demand obligation to the extent of the greater part of 
the amount loaned. Before the maturity of the loan he 
must meet this obligation either in cash or in drafts on 
his correspondents or by transfers to the accounts of his 
other customers. His ability to do these things depends 
upon the receipt of the requisite cash and credit from his 
other customers, but such receipts are available for short 
periods only and the length of these periods should deter- 
mine the maturity date of the original loan. If the bor- 
rower fails to pay his loan at maturity he forces the 
banker to infringe upon his reserves, unless the maturity 
date were placed earlier than was necessary, in which 
case a short renewal may be made without this result. 

Loans to purchasers of government bonds which are 
not met from savings, therefore, cut down the reserves of 
the banks and, if they are sufficient in magnitude, com- 
pletely exhaust them. Such exhaustion means the sus- 
pension of specie payments throughout the country and 
the inauguration of a régime of inconvertible bank or 
government notes or both. 

The evils of such a régime result from the inevitable 
depreciation of such notes which raises the level of prices 
and subjects them to violent fluctuations from causes 
entirely beyond the forecasting or control of anyone. 
Such fluctuations make all business a gamble and substi- 
tutes speculation for calculations based on experience, 
science and brains. 

The futility of these evils should be emphasized as 
well as their magnitude. For the losses, demoralization 
and suffering caused by a régime of suspended specie 
payments the compensating advantages are insignificant. 
This fact is abundantly attested by our civil war expe- 
rience. The issue of the legal tenders which inaugurated 
the régime of inconvertible notes at that time served as 
a financial device for one year only, and any device for 
the stimulation of the bond market which would cause 
suspension of specie payments during this war would 
not last longer. Very early we must solve the problem 
of inducing our people to make the savings necessary to 
pay the expenses of the war. No financial device will 
enable us to evade this responsibility, and none will enable 
us even to defer it for more than a brief period. To 
incur all the evils of an inconvertible paper régime for 
such a paltry advantage is a folly which it is worth spend- 
ing any amount of energy to avoid. 

Results identécal with those which have just been 
described will follow over-investment by the banks in 
government bonds on their own account. The only funds 
which they can invest in such bonds without danger are 
their capital, surplus and savings deposits. For the most 
part, however, these are already tied up in investment 
securities and are not available for that purpose. There 
will, of course, be some additions to them from profits 
accruing during the progress of the war, and these ean 
safely be used in the purchase of government bonds like 
any other savings, but beyond that investment by the 
banks in such bonds will endanger their reserves in pre- 
cisely the same manner as excessive loans to bond- 
purchasing customers. 
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At this point also danger is to be anticipated. Pres- 
sure may be put upon banks to underwrite the bond issues 
of the government as they are offered and to assume 
the risk of subsequently passing them on to the investing 
public. Doubtless the Treasury Department will not 
exercise such pressure unless the exigency is great, but 
on many occasions, the exigency is almost certain to be 
great, and then the temptation will be almost beyond the 
power of resistance. Even if the Treasury Department 
refrains from pressing the banks to buy bonds, the people 
will not be so considerate. When everybody is being 
urged and even pressed to buy, they will ask why the 
banks should be exempt and it will be very difficult to 
make them understand why, sound though the reasons be. 
If the banks are subjected to such pressure and yield to 
it, they will have taken the first step in the direction of 
the suspension of specie payments. 


So far I have discussed the relation of commercial 
credit to only one of the problems involved in the equip- 
ment of our army and navy, namely, the securing of the 
necessary funds and their transfer to the government. 
It is also vitally related to the second one, namely, the 
adaptation of the production machinery of the country to 
the needs of the war. 

A large part of that portion of our incomes which we 
turn over to the government will be expended for different 
things than those now in use, for guns, ammunition, trench 
equipment, ships of the air and of the sea, barracks, hos- 
pitals, motor trucks of special designs, etc., etc. Of many 
of the things ordinarily produced, too, less will be de- 
manded than before since we cannot continue our present 
standards of consumption and at the same time double or 
treble our savings. Even if we could, the goods could 
not be produced for us since, on account of the heavy 
withdrawals of men from productive employments for 
use as soldiers, sailors and their helpers, we shall do well 
if we maintain our present total of aggregate production. 
That aggregate may indeed be diminished. 

A considerable transformation of our industrial plant 
will, therefore, be required, enough to provide for the 
diversion of a large percentage of our productive energy. 
Precisely how large it is impossible to say. It will be 
somewhat smaller than the percentage of our income 
required for war purposes, since some of the things for 
which that income will be expended will be nearly identical 
with those for which it would have been expended had 
there been no war, namely, a part of the food and clothing 
of our soldiers and sailors and some portions of the war 
equipment. It will be sufficiently large, however, to con- 
stitute a problem of the first magnitude and cause a very 
considerable disturbance in our economic life. Many fac- 
tories will have to be transformed and new machinery 
provided, and many will be closed for lack of orders. The 
mercantile and transportation machinery concerned with 
the distribution of the products of these factories will also 
have to be adapted to the new uses. 

Such a transformation cannot take place without 
affecting profits and the prosperity of many individuals 
and localities. Many business men, firms and localities 


will be benefited and others injured, the profits of the 
former being increased and of the latter diminished, and 
in some cases annihilated. This disturbance of profits will 
affect credit relations and create for the commercial bank- 
ers of the country two important problems, namely, how 
to deal with those whose ability to meet their obligations 
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has been diminished from no fault of their own, and how 
to enlarge the credit facilities of those whose credit needs 
have greatly increased. 

The first of these problems will be difficult and per. 
plexing and may involve danger. It will not be easy 
to carry through the war period and sufficiently long there. 
after to make recuperation possible all the individuals and 
firms who will find it impossible to meet their obligations, 
and to force them into bankruptcy may involve serious 
consequences. In the final solution of this problem the 
government may be obliged to take a hand. 

The second problem presents no special difficu3ties and 
few features with which bankers are not already familiar, 
The new lines of business which they will be asked to 
help finance will present some new problems, and in some 
cases banking plants, capital and surplus funds and 
other facilities will have to be enlarged, but with matters 
of this kind bankers are accustomed to deal and they can 
be relied upon to find a way to manage them. 

Commercial credit is also concerned with the method 
adopted for bringing about this adaptation of our in- 
dustries to war needs. The one which we seem likely to 
employ and which seems to present the fewest difficulties 
at the start has been called the financial method, that is, 
the appeal to the desire for increased profits. In accord- 
ance with this method, in order to induce a business man 
to change his plant and methods so as to supply the needs 
of the war, we offer him enlarged profits or threaten 
him with loss of profits if he does not conform to our 
wishes. ° 

This method involves the maximum of disturbance of 
the kind of which I have been speaking, and will be slow 
and uncertain in its operation. With it the inducements 
offered in the form of enhanced profits will have to be 
large, since business men will have to be paid for the 
risks involved, and the penalties for non-conformity will 
have to be correspondingly great. A manufacturer or 
merchant whose profits are declining will be apt to hang 
on as long as possible in the hope that the war will end 
or that conditions will change, and in the end his losses 
will be greater than they would have been if he had given 
up the struggle early. 

A second method of bringing about the necessary 
transformation in our economic plant is that of conscrip- 
tion, that is, the commandeering of the needed plants by 
the government, the conscription of the men necessary for 
their operation and the management of both directly or 
indirectly by the government. This method is the quick- 
est, the most economical and the only one that is certain 
in its” results. It would seem more drastic than the 
other only at the start. In the long run it would be less 
drastic and would create less economic disturbance. If 
this method should be adopted, however, it might change 
considerably the financing aspects of the problem. The 
government instead of private firms might furnish the 
funds, in which case the method of handling them through 
the banks and the location of the banks might be quite 
different. By this method also the government would be 
brought directly into contact with the business men and 
firms affected, and would be much more likely than in case 
of the financial method to offer a helping hand in the 
meeting of the credit difficulties involved. 

If I have succeeded in my attempt to indicate the 
points of contact between our commercial credit machinery 
and the successful conduct of the war, the ways in which 
those who are directly responsible for its operation and 


0c 
col 
br 

de 
th 
th 
B de 
tie 

| Tl 
fo 
sa 
ar 

ve 
s¢ 

of 
in 
sa 
al 
lo: 
Be 

th 

m 
er 
th 
as 
to 
te 
cr 
ey 

th 
id 
fir 
st 
0 
to 
fim 
tr 
ti 

re 
m 
Sit 

w 
co 
P 
b 
m 


JOURNAL OF THE 


October, 1917 


control can best assist in that important work may be 
briefly described as follows: = 

1. Each one for his own institution should carefully 
determine the extent of the funds he has available for 
investment in government bonds at least for the period of 
the war. A safe guide in making this determination is 
the amount of the bank’s capital, surplus and real savings 
deposits which are not already tied up in investment securi- 
ties or which can be easily freed from such investments. 
These funds can be safely turned over to the government 
for use during the war and for a longer period if neces- 
sary, and they should be so turned over as fast as they 
are needed, and particularly at times when private in- 
vestors are slow in responding to appeals for bond sub- 
scriptions. 

2. Each one should carefully determine the volume 
of loans his institution can safely make to private 
investors in government bonds in anticipation of their 
savings and the length of time such loans may safely be 
allowed to run. To the extent that safety will permit such 
loans should be made freely, but in no case without assur- 
ance that savings for their payment at maturity are 
possible and certain. In this connection banks will have 
an unusual opportunity to instruct their clients in the 

» best methods of saving and in putting into use all their 
devices for the encouragement and promotion of savings. 
3. In the underwriting of government bonds bankers 
can safely take part only to the extent of anticipating 
the purchases experience teaches them their clients can 
certainly be relied upon to make. They can and should do 
much toward inducing their clients to buy, but they cannot 
safely assume their responsibilities. The bonds of the gov- 
ernment must be purchased by private investors, and for 
the most part the role of banks must be limited to service 
as middlemen, if we are to avoid the calamity of a sus- 
pension of specie payments. 
4, Bankers should: come freely and enthusiastically 
to the assistance of individuals and firms who are at- 
tempting to adjust their businesses to the needs of the 
government. This will involve the enlargement of the 
credit lines of those who are obliged to expand and the 
exercise of all possible leniency toward those who find 
their profits falling off and perhaps annihilated by a 
decline or stoppage in the demand for their products. 
The managers of our financial institutions will not 
find it easy to follow a safe line of conduct. Many ob- 
stacles may be placed in the way and some are inevitable. 
Of these the one most likely to appear, possibly at an 
early date, is the failure of private investors to subscribe 
to the bond issues of the Federal government as rapidly 
as the exigencies of the Treasury requires. Such failures 
;may be caused either by the offer of insufficiently at- 
j tractive terms or by the unwillingness of investors to 
subscribe the requisite amounts on any terms. 

Experience alone can indicate how great the attrac- 
i tions must be, but in this necessary experimentation the 
) responsible parties should remember that the government 
must not only compete with private firms, whose require- 
ments will be unusually urgent on account of the expan- 
/Sions and adjustments required by the exigencies of the 
_ but also that they must induce the people of this 
gcountry to double or treble their normal investments. 
| Previous experience and the ordinary canons of public 
borrowing will not be adequate guides in this case. Two 
w the conditions of the problem are new, namely, the 
magnitude of the amounts to be borrowed and the fact 
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that all the borrowing must be done at home. Congress 
and the President should also remember that time presses. 
We cannot afford to procrastinate and spend a year or 
two in financial experimentation. It would seem, there- 
fore, that in fixing the terms of our loans we should err, 
if err we must, on the side of making them over- rather 
than under-attractive. 

The second possible cause of the failure of investors 
to subscribe for all the bonds it will be necessary to offer 
them is their unwillingness so to do. In my judgment 
such unwillingness, if it appears, will not in most cases 
be ascribable to lack of patriotism or to lack of a sincere 
desire to have the war brought to a successful issue, but 
to a failure to appreciate their personal responsibilities in 
the matter. A very small percentage of our people now 
realize that every investor must this year and next, and 
no one knows how much longer, double or treble his 
ordinary investments, and that he must make them in the 
form of government bonds. The task of giving them such 
realization is enormous and has hardly yet been under- 
taken. It means a campaign of education which must 
effectively reach every citizen of this vast country, and 
reach him speedily, if the obstacle to the maintenance of 
sound financial practices which I am considering is to be 
removed. 

That obstacle will assume the following form: The 
need of the treasury for funds will be urgent. It will 
be easy to demonstrate that success at the front depends 
uvon their betng met immediately. The market does not 
absorb the bonds fast enough and the banks will be asked 
to underwrite them. To refuse to do so will seem un- 
gracious and unpatriotic, and the hope that the public 
will absorb them in time to save the banks will weaken 
the power of resistance. 

It is the misfortune of commercial banks that they 
can thus temporarily be used as a stop-gap, but those 
who resist their misuse will have the satisfaction of 
knowing that they are performing a great public service. 
No argument is more insidious or dangerous than that 
financial institutions and, particularly, commercial credit 
institutions, must necessarily be sacrificed in times of 
war. All experience is against that view.. No war was 
ever won by unsound financial methods. Some have been 
won in spite of them. They are always a hindrance and 
an obstruction, and in this war in which economic forces 
play a larger role than ever before and in which we 
cannot rely upon the help of our neighbors, they may be 
fatal. 

Another obstacle may be the pressure of uninformed 
public opinion to which I have already alluded. If bank- 
ers do not subscribe as freely to bond issues, and loan as 
liberally to private purchasers of bonds as the public 
think they ought, they are certain to be called slackers 
and to be subjected to pressure from councils of defense 
and the many other patriotic agencies which the war has 
and will bring into existence. 

Another is the difference of opinion likely to arise 
among bankers themselves, business men and others re- 
garding the principles involved and the kind of practices 
that are to be accepted as sound. Many bankers, perhaps 
the majority, have not yet learned how accurately to draw 
the line between commercial and investment banking, and 
not a few do not appreciate the importance of drawing 
such a line. A campaign of education in this field is 
needed and needed speedily. 
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What may prove to be the greatest obstacle of all is 
the failure of the policy of relying upon an appeal to 
financial motives to secure the savings and the necessary 
transformation of our industries. The success of that 
policy is vitally connected with the policies of taxation 
and control of prices which Congress may adopt. We can- 
not cut profits to the quick by too drastic action along 
these lines and at the same time retain the attractive 
power over the actions of men which only the prospects 
of high profits can supply. It is because of a very real 
conflict of interests here, as well as on account of the 
importance of the time element involved, that the policy 
of industrial conscription has a strong appeal. With that 
policy in operation we can both tax heavily and regulate 
prices in accordance with the principles of equity without 
endangering other vital interests. We can also gain time, 
which is a consideration of prime importance. 

Every line of thought and argument dictated by con- 
siderations of sound finance as well as by those of every 
other economic aspect of this war emphasizes the funda- 
mental character of the two simple facts repeatedly re- 
ferred to in this paper, namely, that in order to win this 
war our people must be induced to double or treble their 
savings, and must speedily divert a large percentage of 
their energies from the production of things now being 
consumed to that of things required for the equipment of 
our army and navy. These two facts must be apprehended 
by our people with such a thoroughness of grasp that 
their thinking will be directed and their actions guided 
by them. 

In violent and irreconcilable conflict with these facts 
are the “business as usual” and the “consumption as 
usual” pleas we sometimes hear. We cannot carry on busi- 
ness as usual and produce the necessary equipment for 
this war, and we cannot maintain our usual consumption 
and at the same time save twice or three times as much 
as usual. No financial legerdemain can alter these facts. 
It may obscure them and enable us for a brief period t» 
muddle along but at the best it will prolong the struggl> 
and at the most it will lead to defeat. 

The relation of commercial credit to the condition 
that will confront us at the close of the war can only be 
treated hypothetically at this time. If our banks emerge 
from the war in a perfectly sound condition and with all 
their machinery in good working order, they will be able 
to assist and speed the process of industrial reorganiza- 
tion and rehabilitation in the most efficient manner. Under 
these circumstances they will have to apply themselves 
to two new tasks, the supply of the credit necessary to 
enable individuals and firms which have been primarily 
engaged in producing munitions and other war equipment 
to transform their plants into producing agencies for the 
needs of peace and the supply of the credit facilities needed 
for the new commercial relations with foreign countries 
which we ought to establish at that time. 

The first of these will differ from the war time task 
of assisting these firms to transform themselves into pro- 
ducers of war materials in that it is not likely to be 
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assisted by the prospect of extraordinarily high profits an 
by the strong arm of the government. Indeed it may be 
temporarily accompanied by business depression and son 
of the firms involved may suffer considerable embarrass. 
ment. The high level of war prices is bound to be Joy. 
ered and falling prices always cause difficulty, and th } 
demands of the new peace period will present many novel 
features. The fostering care and sympathetic encourage. 
ment of banks will be quite as much needed then as nov, 

The details of the problem presented by our new for. 
eign commercial relations cannot now be foreseen. They 
will depend to a large extent upon the terms of peace, A 
victory for the Allies will make them very different from 
what they will be if the Central Powers win. Much will [ 
also depend upon the political relations established between 
the Allies themselves and between them and the other 
nations of the world at the close of the war. If a real 
world federation should be formed, accompanied by a par: 
tial obliteration of the tariff and other trade barriers now 
existing between the nations of the world, this country 
will assume a place in international commerce scarcely 
dreamed of heretofore, and the problem of commercial 
credit now under consideration will assume large propor- 
tions. However, whatever the outcome of the war may be, | 
at its close international commerce will be more important 
in the economic life of this nation than it has ever been} 
before, and our institutions of commercial credit will have 
to give it correspondingly increased attention. 

If our banks emerge from the war in a state of sus- 
pended specie payments and heavily loaded with govern- 
ment securities, their immediate tasks will be very differ- 
ent from those I have just outlined. In that case the 
problem of resumption will demand first attention and no 
one can say with how much delay and economic and 
political disturbance its solution may be accompanied. 
Our experience with this problem at the close of the Civil 
War suggests some of the possibilities. Then it took Con- 
gress ten years to reach a final conclusion regarding the 
questions involved and fourteen years to accomplish actual 
resumption by means of a compromise which left us the 
greenbacks and the issue of free silver as a heritage, not 
to mention a thorough training in and a taste for specu- 
lation and other social and economic ills less easy to diag-} 
nose‘and to describe. 

Under the circumstances supposed, the unloading of 
public securities on private investors will also take time 
and defer the date at which the banks can render maxi- 
mum service in the work of industrial and commercial re- 
organization and rehabilitation. \ 

For the sake, therefore, of a speedy and successful 
transition to peace conditions at the close of the war, as} 
well as for the successful prosecution of the war itself, we, 
should scrupulously conserve our commercial credit ma- 
chinery and prevent its abuse. To this end we need the 
co-operation and speedy action of all of our financial and § 
business institutions in a campaign of education in they, 
sound principles of war economy and in the role which§ 
commercial credit is fitted to play in it. 
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AN INTERNATIONAL COMMUNITY OF INTEREST 


By CHARLES FERGUSON 


WASHINGTON, Sept. 1. 


Out of the war’s wreck of political formulas it is 
safe to assume that there will arise at length a new con- 
ception of the basis of public order. There are men here 
in Washington who say they know what that new concep- 
tion must necessarily be. They confess that it is not yet 
explicitly set down in state papers such as the President’s 
answer to the Pope. Nevertheless they attribute to Mr. 
Wilson a true vision of reconstruction. 

Though the President seems, on the surface of words, 
to restrict his thought of the new start to the barren 
alternative of a “dictated” peace or a “covenanted” peace 
—it is believed, in view of the nature of his economic pro- 
posals, that he does not fail to understand the big, im- 
portant thing—to wit, that the new order must be based 
neither upon arbitrary force nor upon a sworn contract, 


‘put rather upon a mutuality of interest like that which 


bottoms what is sound and right in the business world. 

To say that we are passing into a new age is the same 
as to say that we are passing into a new mental climate in 
which primary ideas are chemicalized into new colors. 
The old words of politics will no longer serve. 

It is possible that Mr. Wilson’s vocabulary, rich and 
fluent as it is, needs to be supplemented by the vernacular 
of modern business—before it can compass and express 
the new facts. 

The college philosophers, following the obsolete sug- 
gestion of Sir Henry Maine, may continue to imagine that 
modern societies, when they escape from “status,” or 
hereditary custom and arbitrary law, must necessarily re- 
pose until the crack of doom upon the principle of covenant 
or contract. But Mr. Wilson, with his keen eye for the 
new facts of business organization, may be expected to 
know better. 

The modern business world has developed the con- 
tractual principle far beyond the imagination of Hobbes, 
Locke, Rousseau, or any other old-time political theorist. 
Yet nothing is more certain than that contracts are the 
mere foliage of the business order. Its root is not in con- 
tract but in something that goes deeper than all conven- 
tional arrangements—namely, the natural community of 
interest that binds together all the mortals who are trying 
to live a life of art and craft upon a stubborn and unsym- 
pathetic planet. 

It is the common demand for clothes and housing, for 
bread and wine, that sanctions and supports the universal 
order of industry and commerce. The contracts do not hold 
the system together. On the contrary, it is the general 
mutuality of interest that sustains all the legal arguments 
and makes them enforceable. 


First-rate business men—i. e., those who have an 
instinctive apprehension of business principles—under- 
stand this truth and act accordingly. They are free both 
from the dull rapacity of Shylock and from that morbid 
moralism of academics and legalists, which expects society 
to stand by the sheer stress of covenants and to enforce a 
bonded bargain after all grounds of mutual interest have 
been broken up. 

Good business men nowadays seem to regard con- 
tracts as formal definitions fixing the modes of co-opera- 
tion. They expect all parties to stick to the definitions, in 
spite of grave inconvenience and personal loss, so long as 
they can co-operate in the same system and community— 
but not much longer. 


No man fit for large affairs would imagine such a 
thing as the binding of nations together to remote genera- 
tions by means of diplomatic covenants, that should con- 
tinue to be morally obligatory after they had ceased to 
define a common interest. It is left for legal pedants and 
political mystics to entertain such phantasies. 

Little business can be sordid and sentimental, but big 
business must be magnanimous and worldy-wise. Business 
has grown very big within the last fifty years—so big that 
it now appears that the world can never come to order 
again until it is made to understand that it is all just one 
huge business concern, and must be ruled on big business 
principles. “ 

Mr. Wilson has wisely turned his back upon the idea 
of a dictated peace. Perhaps he will by and by stop talk- 
ing about a covenanted peace. Perhaps he will find new 
and wonderful words to express his understanding of the 
new realities of our universal finance, industry and com- 
merce. 


He is the appointed spokesman of the new day. We 
wait for him to describe the kind of charter and constitu- 
tion that the universal corporation can possibly live by. 
Banking must, we suppose, cease to be frock-coated and 
parochial—class-conscious and race-conscious. Trade and 
manufacture must, of course, develop a science, a politics 
and a diplomacy much finer and fairer than we have 
known. 


And this whole new order of things must—unless 
everybody who really thinks about it is very much mis- 
taken—rest upon something deeper than despotisms and 
more substantial than sealed paper—must rest upon some- 
thing like that uncovenanted community of interest which 
tossed the uncounted mail-bags carelessly across the fron- 
tiers in the brave days before the frontiers were lined with 
barbed wire and the stabbing suspicion of censors. 
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BUSINESS AND WAR 


By H. L. 


We have been at war four months. Few of us, how- 
ever, have realized this fact, because we have had no war 
problems to solve. The first real problem with which we 
have been brought face to face is that of price control. 

When Congress passed the bill giving the President 
the right to fix prices on certain commodities it violated 
one of the longest established traditions of democracy, as 
we understand it in this country, Price control seems, 
from an academic standpoint, a very simple and easy 
thing to inaugurate, but as we come closer and closer to 
the actual doing of it we find that the cost of one com- 
modity is inextricably bound up with the cost of nearly 
all other commodities, and that the problem of fixing 
prices is one of enormous magnitude. 

A very small amount of consideration shows clearly 
that on account of the interdependence of our industrial 


activities it is impossible to fix an equitable price on any 
one commodity unless we consider the price of many other 
commodities. In short, the price-fixing of one commodity 
necessitates the price-fixing of all commodities. 

The question which forces itself upon us at once, then, 
is: Shall this price-fixing be done by the Federal Govern- 
ment, or shall it be done by business itself? 


It can undoubtedly be done more intelligently by busi- 
ness men than by Washington bureaus. Granting this 
fact, we must ask ourselves what shall be the basis on 
which prices shall be fixed. In the past prices have been 
fixed in such a manner as to return the greatest possible 
profit to the investor. In other words, the prime object of 
business has been private profit. 

In a time when we are facing a skillful, strong and 
dangerous enemy, can we consider such a basis? Or must 
we in self-defense fix prices at such a figure as will pro- 
duce the greatest benefit to the people as a whole, and 
thereby increase to a maximum strength the working and 
fighting power of the nation? 

The conditions in Europe indicate that our war task 
is enormous, and that we shall require every ounce of 
working and fighting power that we can develop to meet 
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the needs of the situation. Business men and others who 
are concerning themselves today with plans for “after the 
war” can more properly concern themselves with how to 
make the country strong in this great emergency, for 
unless we are victorious in the war, no after-war plans 
that can be made now will be of any value. Our problem 
is simply this: Shall the business men of the country get 
together and see what they can do for the benefit of the 
community, or are they going to continue to pursue the 
policy of the past and force our government, as the busi- 
ness men of Europe forced the governments of Europe, to 
coerce them into a half-hearted recognition of the dire 
needs of the community? Surely there is only one answer, 
namely, that business men will forget private profit and 
work only for the public good. 

In theory our political government is supposed, as one 
of its functions, to look after our social needs. Business 
heretofore has disregarded these needs and prided itself 
on being simply business. This function of our political 
government has so far been performed in a manner that 
can hardly be called satisfactory, and it is extremely 
doubtful if our government, as at present constituted, can 
perform this function in a satisfactory manner. On the 
other hand, the possibility of performing this function in 
a manner enormously better than it has ever been per- - 
formed anywhere else in the world lies easily within the 
grasp of our business interests. If they will recognize this 
possibility and work at it with the same energy that the 
army officers are exerting in the preparations for war, 
the strength and productive power of the country will be 
so increased that we shall be able to meet with firmness 
the great shock which is coming, and emerge therefrom 
stronger, happier and more powerful. On the other hand, 
if the business interests do not take this step, the Federal 
Government will be forced to follow the European ex- 
ample, and we may drag out a war of almost indefinite 
length to an inconclusive end. It is up to us therefore to 
choose, and choose quickly, whether our business motto 
shall be PUBLIC SERVICE Or PRIVATE GAIN; in other words, 
whether we stand for real democracy or nothing at all. 


FOREIGN TRADE SHOWS BIG IMPROVEMENT 


Exports in August were valued at $490,009,828, a 
gain of $115,500,000 over July, according to a statement 
by the Bureau of Foreign and Domestic Commerce of the 


Department of Commerce. The total exports for the 
twelve months ended with August were valued at $6,200,- 
219,905. For the previous twelve months the total was 
$4,759,285,590. 

Imports for August were valued at $270,509,379, a 


gain of $45,000,000 as compared with July. For the twelve 
months ended with August American purchases abroad 
totaled $2,773,751,498,- an important increase over the 
$2,294,873,989 of the preceding twelve months. 

Merchandise entered free of duty in August amounted 
to 72.1 per cent. of the total. 

The imports of gold in August were $18,692,170 and 
the exports $46,049,306. 
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INTERLOCKING DIRECTORATE PROVISIONS 
HELD INAPPLICABLE TO STATE MEMBER BANKS 


Acting Attorney-General Davis has rendered an opin- 
ion to the Secretary of the Treasury under date of Sep- 
tember 10 to the effect that state banks which join the 
Federal reserve system are not subject to the interlocking 


directorate provisions of the Clayton Act. Heretofore the 
prevailing opinion has been that state member banks were 
so subject. 

But the Attorney-General holds that whatever the 
original intention of Congress may have been in this 
respect, its present intention to exempt state member 
banks from such provisions is clearly evident from the 


provisions of Section 9 of the Federal Reserve Act as 
amended and re-enacted by the Act of June 21, 1917, that 


“banks becoming members of the Federal reserve system 
under authority of this section shall be subject to the pro- 
visions of this section and to those of this act which relate 
specifically to member banks * * *. Subject to the 


provisions of this act and to the regulations of the Board 
made pursuant thereto, any bank becoming a member of 
the Federal reserve system shall retain its full charter 
and statutory rights as a state bank or trust company and 
may continue to exercise all corporate powers granted it 
by the state in which it was created and shall be entitled 
to all privileges of member banks.” The Attorney-General 
says that Section 9, as amended, by positive provision de- 
clares that state member banks shall retain their “full 
charter and statutory rights” as state banks, “subject to 
the provisions of this act and to the regulations of the 
Board made pursuant thereto.” He is of opinion that 
since the rights existing under state laws as to selection 
of directors seem clearly among the “charter and statutory 
rights” thus retained in full by state member banks, such 


banks must be held free in that regard from the restric- 
tions imposed by Section 8 of the Clayton Act. 


BANK COLLECTION IN MONTANA 


The legislature of Montana has, this year, passed the 
following act authorizing banks receiving paper for col- 
lection to send direct to the payor and relieving them from 
liability, in case of default of the latter, if due diligence is 
used; also defining due diligence. Legislation along similar 
lines was enacted last year by the Legislature of Louisiana: 


Section 1. Any bank organized under the laws of the 
state of Montana, or engaged in business therein, receiv- 
ing for collection or deposit any check, note, draft or nego- 
tiable instrument may send such instrument for collection 
directly to the bank on which it is drawn, or at which it 
is made payable, and the failure of the bank to which 
such item is sent for collection to account for the proceeds 
thereof, either because of its insolvency or otherwise, shall 
not render the forwarding bank liable therefor to the de- 
positor of such item. Provided, however, that such for- 


warding bank shall have used due diligence in making such 
collection. 


Section 2. When a check, draft, note or other nego- 
tiable instrument is deposited in a bank for credit or for 
collection it shall be considered due diligence on the part 
of the bank in the collection of any check, draft, note or 
other negotiable instrument so deposited, to forward en 
route the same without delay in the usual commercial way 
in use according to the regular course of business of banks, 
and that the maker, indorser, guarantor or surety of any 
check, draft, note or other negotiable instrument, so de- 
posited, shall be liable to the bank until actua: final pay- 
ment is received, and that when a bank receives for 
collection any check, draft, note or other negotiable instru- 
ment, and forwards the same for collection, as herein 
provided, it shall only be liable after actual final payment 
is received by it, except in case of want of due diligence 
on its part, as aforesaid. 


BANK TRANSACTIONS AFTER TWELVE NOON ON SATURDAYS 


The following Act, drafted by General Counsel and 
approved by the Association, has been enacted this year by 
the Legislature of South Dakota: 


AN Act concerning bank transactions after twelve o’cloc’ 
noon on Saturdays. 


Be it enacted by the Legislature of South Dakota: 


Nothing in any law of this state shall in any manner 
whatsoever affect the validity of, or render void or void- 
able, the payment, certification or acceptance of a check or 
other negotiable instrument or any other transaction by a 
bank in this state, because done or performed on any Sat- 


urday between twelve o’clock noon and midnight, provided 
such payment, certification, acceptance, or other transac- 
tion would be valid if done*or performed before twelve 
o’clock noon on such Saturday; provided further that 
nothing herein shall be construed to compel any bank in 
this state, which by law or custom is entitled to close at 
twelve o’clock noon on any Saturday, to keep open for 
the transaction of business or to perform any of the acts 
or transactions aforesaid, on any Saturday after such 
hour except at its own option. 


The Legislature of Minnesota has also passed an act 
amending the section of the Negotiable Instruments Act 
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relative to the time of maturity of paper falling due on 
holidays or Saturdays so as to read as follows (the amend- 
ment consisting of the insertion of the italicized words) : 
5897. Every negotiable instrument is payable at the 
time fixed therein without grace. When the day of ma- 
turity falls upon Sunday, or a holiday, the instrument is 
payable on the next succeeding business day. Instruments 


ISSUE OF CHECK TO STRANGER-PAYEE 


Where a person claiming to be the payee of a cashier’s 
check presents same to the bank, properly indorsed, 
without proof of his identity and requests the issue 
of two checks in lieu thereof, the bank, in the absence 
of suspicious circumstances, may rely on the presump- 
tion that the holder is rightfully entitled thereto, and 
issue the substitute checks to the same payee, without 
liability thereon in the event the stranger is not the 
rightful payee and negotiates such checks upon in- 
dorsement of the name of the payee. 

From Illinois—An out-of-town bank sent us our draft 
for $350 indorsed by a stranger to us and stated that the 
payee was also a stranger to them and asked us to make 
two drafts in lieu of the one sent us, one for $300 and the 
other for $50, both payable to the payee on the $350 draft. 
They expected to cash the $50 draft for this stranger 
without any identification and give him the other draft 
for $300. Could we safely comply with the request of 
this out-of-town bank or could we be held for a forgery 
of indorsement if either of these three drafts fell into 
wrong hands? 

You do not state whether the original draft issued by 
you was a cashier’s check, drawn on your own bank or 
a draft on your correspondent. Let us assume it to be a 
cashier’s check and that it turns out to have been stolen 
and the indorsement of the payee a forgery. 

In the first place, if this draft had been presented by 
the purported payee in person and paid by you, you would 
be the loser, for your liability to the true payee would 
remain. But if presented by another bank which had 
acquired it under forged indorsement, while your liability 
to the true payee would remain, you would not be the ulti- 
mate loser, for you would have recourse upon the bank 
receiving the money. A bank issuing a cashier’s check is 
not bound to know the signature of the payee any more 
than is the maker of a note, and where it pays out money 
on a forgery of the payee’s name, it can recover from the 
person holding through or under a forged indorsement. 
Yatesville Banking Co. v. Fourth Nat. Bank, 72 S. E. 
(Ga.) 528. 

But the case stated by you is different. The out-of- 
town bank has not purchased this draft and forwarded it 
to you for payment. The out-of-town bank simply for- 
wards this draft as agent of the payee whom it has not 
identified with request that two drafts be issued in place 
thereof to the same payee. The transaction is virtually 
the same as if the stranger-payee presented the draft to 
you directly and, without proof of his identity, received in 
exchange two drafts payable to the same payee. 

This brings up the interesting question whether the 
drawee or p< yor of a draft who, not knowing the identity 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


OPINIONS OF THE GENERAL COUNSEL 


October, 1917 


falling due or becoming payable on Saturday are to be 
presented for payment on the next succeeding business 
day, except that instruments payable on demand may, at 
the option of the holder, be presented for payment before 
twelve o’clock noon on Saturday when that entire day igs 
not a holiday; and if presented after 12 o’clock noon on 
Saturday when that entire day is not a holiday may at 
the option of the payor be then paid. 


of the payee or the genuineness of his signature, instead 
of making payment in money, issues to the holder another 
draft or drafts made payable to the payee named in the 
original for the purpose of throwing the responsibility of 
identification upon the subsequent purchaser of such draft 
or drafts, is guilty of negligence or responsible on other 
grounds to one who has purchased such drafts upon 
forgery of the payee’s indorsement by the purported payee 
to whom such drafts have been delivered. 

This question has had an exhaustive consideration in 
Gallo v. Brooklyn Savings Bank, 129 App. Div. 698, re- 
versed by the New York Court of Appeals, 199 N. Y. 222, 
In that case, a person who presented a pass-book to the 
Brooklyn Savings Bank and asked payment of the deposit 
could not establish his identity to the satisfaction of the 
bank and received, instead of money, a draft payable to © 
the order of the depositor. It subsequently appeared that 
a person receiving the draft was not the real depositor, but 
had stolen the book. He indorsed the name of the depositor 
to the draft and negotiated it to one Gallo, an innocent 
purchaser, who deposited the draft in his bank and it was 
paid by the drawee. Later, the bank in which Gallo de- 
posited the draft refunded the amount to the drawee and 
sued Gallo and recovered the amount on the ground that 
the indorsement was a forgery. Gallo thereupon sued the 
Brooklyn Savings Bank for damages on the ground of its 
negligence in issuing the draft to the stranger and the 
Appellate Division held the Brooklyn Savings Bank liable 
upon the two-fold ground (1) that the delivery of the 
check by the savings bank to the person claiming to be 
the payee was in fact a representation that he was the 
payee and that Gallo having been misled thereby, the 
bank was estopped to deny that the holder was the payee; 
(2) that the savings bank was culpably negligent in issuing 
a check payable to a stranger whom it could not itself 
identify, knowingly putting in his hands an instrument 
to defraud innocent third persons. The Appellate Division 
asserted that banks could not “thus put the burden and 
responsibility of identifying their depositors upon 
strangers.” 

The Court of Appeals reversed the judgment and held 
the savings bank not liable. It said that had the draft 
not been paid and had Gallo sued the Brooklyn Savings 
Bank as drawer thereon two questions might have arisen 
(1) whether the person to whom the check was delivered 
was not to be considered the payee thereof; (2) whether 
the drawer was not estopped from denying that he was 
the payee. Assuming the circumstances were such as to 


authorize a determination of these questions in favor of 
the holder of the check, the result would have been that 
he was the owner thereof and the indorsement by which 
he obtained title valid. When Gallo was sued on the 
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check by the bank in which he deposited it, these claims, 
upon which in the present suit he seeks to hold the drawer 
savings bank liable, if successfully established would have 
been a complete defense to that suit. But in that suit 
these claims were decided against him and he was held 
liable on the ground that the indorsement was a forgery. 
Such being the established fact, he could not in the present 
suit maintain such claims, as he no longer had any right 
of action against the savings bank upon contract, as drawer 
of the check, and apart from the check, there was no 
ground upon which he could maintain an action in tort 
against the savings bank based on negligence. 

This decision indicates that where the drawee of a 
check, not knowing the payee presenting the same, issues 
a new check payable to the same payee which it delivers 
to the person claiming to be the payee, but who is not the 
real payee, and the latter indorses in the name of the 
payee and negotiates to an innocent purchaser, any claim 
by the latter that the drawer was negligent, that the per- 
gon to whom the check was delivered must be considered 
the payee and that the drawer is estopped from denying 
that he is the payee, must be asserted either in an action 
on the check against the drawer if it has not been paid or, 
if it has been paid, as a defense to repayment, and that it 
is too late to assert such claim independently against the 
drawer after the innocent purchaser has been compelled 
to refund the money received upon the check on the ground 
that the indorsement is a forgery. 

The question remains, could such claims be success- 
fully asserted by the innocent purchaser in an action 
against the drawer on the check or, if paid, in defense of 
a suit to compel him to refund? In other words, is it 
negligence for the drawee or payor of a check presented 
by a stranger-payee to deliver to the latter a new check 
made payable to the payee of the original check, and thus 
throw the responsibility upon the innocent purchaser of 
determining his identity. Upon this point we have seen 
the Appellate Division expressed the view that the bank 
was culpably negligent in so doing. But the New York 
Court of Appeals takes an opposite view. After quoting 
the opinion of the Appellate Division the Court of Appeals, 
through Cullen, Ch. J., controverts it in the following 
language: 

“I am not prepared to admit the proposition that 
when a bank or individual, not being satisfied of the rights 
or identity of the party claiming payment from it or him, 
declines to pay the party in money, but gives a check to 
the order of the known creditor, it or he is thereby neces- 
sarily guilty of negligence or fraud. It is the general 
tule of law in this country, and such is the common law, 
that the drawee of a bill or check or persons purchasing 
it ‘take the paper relying solely on the reputed responsi- 
bility of their transferors, and the other parties to it, and 
its apparent genuineness, and they, therefore, deal in it 
at their peril.’ Crawford v. West Side Bank, 100 N. Y. 
50, 2 N. E. 881, 53 Am. Rep. 152. In Graves v. Am. Ex- 
change Bank, 17 N. Y. 205, it was held that the drawee of 
a bill of exchange is bound to ascertain that the person to 
whom he makes payment is the genuine payee or is au- 
thorized by him to receive it, and that it is no defense 
against such payee that the drawee, in the regular course 
of business and with nothing to excite suspicion, paid the 
bill to a holder in good faith and for value under the 
indorsement of a person bearing the same name as the 
payee, but not that person. It is on the faith of this rule 
that business in this country is conducted. Corporations, 
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some of them numbering their stockholders by thousands, 
and usually ignorant of their identity and signatures, pay 
their dividends by checks to the orders of the various 
stockholders, transmitted by mail, relying on their right 
to reclamation from the banks in case the checks have 
been indorsed or collected by persons not entitled thereto. 
So, also, a person will send by post to the most distant part 
of the country his check to the order of another person 
to whom he wishes to pay or transfer money, confident 
in the knowledge that the abstraction of the check can 
entail no loss on him.” 


Werner, J., in a concurring opinion, said: 

“The learned Appellate Division have said: ‘That the 
defendant was culpably negligent cannot be doubted. The 
person to whom the check was delivered succeeded in doing 
what the defendant knew he would try to do with the 
means with which it supplied him.’ That might be quite 
true if the check had been delivered under circumstances 
clearly charging the defendant with knowledge that the 
person to whom the check was issued was an impostor, 
for then the presumption would naturally have followed 
that the recipient would resort to unlawful methods to 
have it cashed. But the facts brought to the knowledge 
of the bank were such that it had quite as good a right te 
rest upon the presumption that the check would be properly 
used as to suspect that it would be criminally altered 
(Holmes v. Trumper, 22 Mich. 427, 7 Am. Rep. 661), and 
where that is the case culpable negligence is not predic- 
able.” 


Accepting this carefully reasoned decision of the New 
York Court of Appeals as a true expression of the law, 
the conclusion would seem to follow that when a stranger, 
who claims to be the payee of a cashier’s check, presents 
it to the bank for payment and the bank, uncertain as to 
his identity, issues and delivers to him a new check or 
checks payable to the same payee, thereby shifting the 
burden of ascertaining identity, this is not such negligence 
as will estop the drawer bank from denying that the 
stranger is the true payee and make it liable to an inno- 
cent purchaser under indorsement of the latter, unless the 
circumstances are so suspicious as to charge the bank with 
knowledge or reasonable ground to believe that the person 
to whom it delivers the check is an imposter. In other 
words, where there are no suspicious circumstances, the 
bank may rely on the presumption that the unidentified 
stranger is the real payee and issue and deliver him a 
check payable to the payee of the original check, without 
liability. 

In the case submitted, therefore, where the holder 
representing himself to be the payee of your cashier’s 
check for $350 indorsed by the payee sends it on to you 
through an agent bank which states it has not identified 
him as the payee, with request that two new checks, one 
for $50 and one for $300, be issued to the same payee in 
lieu thereof, I think, in the absence of any suspicious 
circumstances, that it is fairly safe for the bank to issue 
such checks payable to the same payee and transmit them 
for delivery to the holder representing himself to be the 
payee. Should such holder prove an impostor and the in- 
dorsement of the original check prove a forgery your 
bank would, of course, be liable to the true payee of the 
original, but would not be liable upon forged indorsements 
of the checks issued in place thereof on the theory that 
you were estopped, by reason of negligence, from denying 
that the person to whom the checks were delivered was the 
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true payee; and if such checks were paid upon forgery 
of the indorsements, you would have a right to recover the 


money paid. 


SET OFF OF DEBT OF PRESENTING 
CHECK-HOLDER 


Drawee bank upon presentment of check by payee indebted 
to it cannot deduct amount of indebtedness from 
amount of check, paying only the balance to the holder. 


From Illinois—We have a party who owes us a small 
balance on a note, which is long past due, and we desire 
to know if we have a right, in the event the said party 
should present at our counter a check for a greater amount 
than due us, to deduct the amount due, handing him the 
cancelled note and the difference in money. 

When a check is presented by the payee to the bank 
for payment the bank has no right to deduct the amount 
of an indebtedness owing by the payee to the bank from 
the amount of the check and deliver him the balance. The 
bank cannot collect its debt in this way. This has been 
held in several cases. See, for example, Brown v. Lecke, 
43 Ill, 497; Percival v. Strathman, 112 Iowa 747. The 
drawer of the check has the right to have the check paid 
the payee, without any such deduction. His contract with 
the bank is that it will pay his checks according to his 
order and direction, and if the bank could deduct a debt 
to itself, owing by the payee, it would be violating its 
contract with the drawer. The Illinois case above cited 
holds that the payee must be regarded as the drawer’s 
agent to collect the money from the bank and that the 
bank cannot set off its claim against an agent. 


OF FAILED NATIONAL 


DIVIDEND CHECK 
= BANK 


Right of indorsee for value of check, acquiring same before 
failure of bank, to prove claim thereon against re- 
ceiver free from counterclaim by receiver against 
original payee for assessment on stock. 


From Florida—John Smith is the owner of stock in 
a recently failed national bank in this state. Some time 
prior to the failure of the bank, we acquired a dividend 
check by indorsement, and for full value. This dividend 
check, however, was not turned in before the bank failure, 
and subsequent thereto we filed claim in behalf of our 
bank, and the receiver sent proof of claim, to be signed 
by John Smith, setting forth, “All of which is due and 
payable to John Smith alone, having given no indorse- 
ment or assignment of the same or any part thereof, and 
further says that he knows of no set off or other legal or 
equitable defense to said claim or any part thereof.” We 
returned this proof of claim, which was made out for 
John Smith to sign, with the statement that John Smith 
had no equity or claim whatever in this dividend check. 
The check had been assigned for full value, and that John 
Smith could not sign the same without committing perjury, 
and asked that a proof of claim be sent for us to file. The 
receiver writes, in reply, as follows: “The mere matter 


af Mr. Smith assigning the check to you apparently has 
no bearing on the matter, as the assignment has never 
been recorded or accepted here; furthermore, Mr. Smith 
being a stockholder in the bank, no such assignment could 
be recognized without his giving a satisfactory bond to 
meet an assessment on his stock.” To our mind, this ruling 
is in conflict with well-accepted commercial usage, and 
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not in accord with the law governing negotiable instru- 
ments. Unless there is some statute in connection with 
the National Bank Law which supports the receiver's 
contention, we are bound to believe, following the ordinary 
ruling of finance and negotiable instruments, the claim of 
the receiver is absolutely without justification in law or 
equity. With this statement of fact, we would be glad to 
have your opinion as to the right of the receiver to refuse 
to issue a proof of claim to this bank upon their establish- 
ing beyond doubt their ownership for value. 


I think your bank, as holder in due course of this 
dividend check, which is a negotiable instrument, has a 
right to prove claim thereon as its own property, and if 
the receiver should disallow such claim, your remedy would 
be an action against the national bank or its receiver to 


establish the claim by judgment. The appointment of a 
receiver does not work complete dissolution of a national 
bank, which may still be sued in a state court, and the 
decision of the receiver disallowing a claim against a 
national bank is not final, but is subject to review in the 
state court. First Nat. Bank of Bethel v. National 
Pahquique Bank, 14 Wall. 383. 

I see nothing in the National Bank Act which would 
affect your rights as claimant on this check. Section 5204 
U. S. Revised Statutes prohibits a national bank from 
paying away any portion of its capital in the form of 
dividends. But even if the fact be assumed, which does 
not appear, that when this dividend was paid, it was 
unearned and constituted an impairment of capital, your 
bank as holder in due course of a negotiable instrument 
would, under the Negotiable Instruments Act, take an 
enforceable right to this check free from any such defense. _ 
The Supreme Court of the United States has held, how- 
ever, in McDonald v. Williams, 174 U. S. 397, that the 
receiver of a national bank cannot recover a dividend paid 
to a stockholder out of capital when the stockholder re- 
ceived the dividend in good faith, believing same to be 
paid out of profits, and when the bank at time such divi- 
dend was declared and paid was not insolvent. If the 
original stockholder is entitled to retain the dividend in 
such case, with stronger reason would the holder in due 
course of the dividend check be entitled to enforce same 
free from any defense that the check was issued for a 
dividend not earned. 

There is a further section 5242 of the U. S. Revised 
Statutes which makes all payments of money by a national 
bank to its shareholders or creditors after commission of 
an act of insolvency or in contemplation thereof with a 
view to prevent equal distribution of assets or to prefer 
one creditor over another, null and void. See McDonald v. 
Chemical National Bank, 174 U. S. 610, for interpretation 
of this provision to the effect that so long as a national 
bank is a going concern and has committed no act of in- 
solvency and it does not appear that an immediate sus- 
pension of business is contemplated by its officers, the fact 
that a payment is made to a correspondent bank in due 
course of business, though it is actually insolvent to the 
knowledge of the officers, cannot be said to be a violation 
of this section. But in the present case there is no evi- 
dence that the issuing of the dividend check was in 
violation of this section and the receiver makes no such 
claim. 

The position of the receiver appears to be that claim 
on a dividend check must be made by the original stock- 
holder-payee and that no assignment of the check can be 
recognized because such stockholder may be liable to 
assessment on his stock. But this position is not tenable, 
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for it ignores the fact that the dividend check is a negoti- 
able instrument which the payee has a perfect right to 
negotiate, and that an indorsee for value of such check is a 
holder in due course under the Negotiable Instruments 
Law who would take an enforceable right thereto, free 
from any counterclaim against the original payee for 
an assessment upon his stock. As already said, therefore, 
I think your bank as the owner and holder in due course 
of this check is the sole creditor of the national bank and 
the one properly entitled to make proof of claim thereon 
and that, if such claim is disallowed, your remedy is by 
action to establish the claim by judgment. 


ALTERATION OF CHECK TO JOINT PAYEES 


Where one of two joint payees of a check erased the 
name of the other as payee and negotiated the altered 
check to a local merchant who deposited same in bank 
which collected the amount from the drawee, the 
check was avoided by the alteration, the local mer- 
chant took no title and the drawee bank is entitled to 
recover the amount from the depository bank, which, 
in turn, has recourse upon the merchant. 


From Colorado—We wish you would kindly give us 
your opinion as to who is responsible in the following case: 
On August 16, 1917, The A. B. Company issued a check 
for $29.87, payable to the order of B. O. S. and E. C. S. & 
Son. B. O. S. erased the name of E. C. S. & Son and 
cashed this check with a local merchant; the local mer- 
chant in turn depositing the same with this institution; 
we in turn clearing it upon The X National Bank of this 
city, upon the 17th of this month, and upon the 21st of 
this month they brought the check back to us, requesting 
that we reimburse them on the latter. Your opinion will 
be appreciated. 


The Negotiable Instruments Act provides that “Any 
alteration which changes * * * the number or the 
relations of the parties * * * is a material altera- 
tion” (Colo. Act, Sec. 5175), and further provides that 
“where a negotiable instrument is materially altered with- 
out the assent of all parties liable thereon, it is avoided, 
except as against a party who has himself made, author- 
ized or assented to the alteration and subsequent indorsers. 
But when an instrument has been materially altered and 
is in the hands of a holder in due course, not a party to 
the alteration, he may enforce payment thereof according 
to its original tenor.” (Colo. Act, Sec. 5174.) The Nego- 
tiable Instruments Act further provides that “where an 
instrument is payable to the order of two or more payees 
or indorsees who are not partners, all must indorse, unless 
the one indorsing has authority to indorse for the others.” 
(Colo. Act, Sec. 5091.) 

In the present case the striking out of the name of 
one of the payees was a material alteration which avoided 
the instrument and its indorsement by only one of the 
two payees to the local merchant was not a valid indorse- 
ment and conveyed no title to him. Such merchant was 
not a holder in due course and the altered check was 
avoided by the wrongful act of one of the payees. In con- 
Sequence, the drawee bank which paid the check is entitled 
to reimbursement from your bank which collected it and 
your bank, in turn, is entitled to recover the amount from 
the local merchant. 
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CHECK PAYABLE TO CASH 


A check drawn payable to “cash” is payable to bearer and 
can be safely paid by the drawee bank to a holder 
other than the drawer without indorsement by the 
latter. 

From Alabama—We see the customers of a great 
many banks using the custom of drawing checks payable 
to cash and having banks other than those on whom the 
checks are drawn or merchants cash them without indors- 
ing the checks. We would like your opinion as to our 
liability in paying checks drawn this way and not indorsed 
by the party drawing the check. We have not hesitated 
to pay such checks when drawn by customers payable to 
cash when they present them in person without the indorse- 
ment of the drawer, but have gone very cautiously in 
paying checks drawn payable to cash when presented by 
persons other than the drawer and not bearing the indorse- 
ment of the drawer. We will appreciate very much your 
opinion on the above request. 

I think a bank is perfectly safe in paying to a holder 
other than the drawer a check drawn payable to “cash” 
without indorsement by the drawer. The Negotiable In- 
struments Act provides that “the instrument is payable to 
bearer * * * when the namie of the payee does not 
purport to be the name of any person.” A check drawn 
payable to “cash” is payable to bearer under this pro- 
vision. See also Cleary v. De Beck Plate Glass Co., 104 
N. Y. Supp. 831, where the holder of a check drawn pay- 
able to “cash” brought suit against the drawer thereon 
and recovered, no other evidence being given as to plain- 
tiff’s ownership than mere production of the check. Pos- 
session of the check was held to constitute prima facie 
evidence of ownership and it was held that payment of 
the check by the drawer to the plaintiff would be ample 
protection in the absence of affirmative evidence that the 
plaintiff was not entitled to the check. 

I am of opinion that a check drawn payable to “cash” 
is in legal effect payable to “bearer” and that a bank may 
safely pay (and is under obligation to the drawer to pay) 
such check to any holder on presentment in the absence 
of evidence of circumstances indicating that the holder 
may have come by the check wrongfully. 


INDORSEMENT COUPLED WITH WAIVER 
OF PROTEST 


Where the payee of a note indorses same by signing his 
name under a waiver of protest, such indorsement 
operates both as a waiver of protest and as an indorse- 
ment transferring title. 

From Pennsylvania—Will you kindly advise us if, in 
your opinion, a note backed as follows is properly indorsed: 
“We hereby waive demand, protest and notice of non- 
payment on the within note. John Doe Co. John Doe, 
President; Wm. Doe, Secretary.” We are not certain 
whether the above constitutes both a waiver of protest and 
indorsement in one, or is a waiver of protest only? 

The indorsement of a note by the payee coupled with 
waiver of protest, as in the case submitted, operates both 
as a title-conveying form of indorsement and as a waiver 
of protest; it is not necessary for the indorser to sign 
twice, once by way of indorsement and separately waiving 
protest. See, for example, Voss v. Chamberlain (Iowa, 
1908) 117 Iowa 269, wherein it was held that the signing 
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by the payees of a note of a guaranty of payment combined 
with waiver of demand, notice and protest constitutes 
the signers indorsers and not guarantors, and where no 
indorsee is named, the subsequent delivery of the instru- 
ment to one who takes in due course and for value passes 
title. See, also, Mullen v. Jones (Minn., 1907) 112 N. W. 
1048, and Elgin City Bank v. Zelch, 57 Minn. 487, which 
hold that a writing on the back of a promissory note by 
its payee, which guarantees the payment of the note at 
maturity and waives notice of non-payment and demand, 
is an indorsement in a commercial sense, and makes the 
person to whom it was transferred an indorsee under the 
law merchant. 

To practically the same effect are the following cases: 
German Sav. Bank v. Hanna, 124 Iowa 374; State Nat. 
Bank v. Haylen, 14 Nebr. 480; Dunham v. Peterson, 5 N. 
Dak. 414; Baskin v. Crews, 66 Mo. App. 22. 

Some of the cases hold that such form of indorse- 
ment as the one under consideration operates as a transfer 
of the note, in the form of an indorsement with an enlarged 
liability. Robinson v. Lair, 31 Iowa 9; Heard v. Dubuque 
County Bank, 8 Nebr. 10; Weitz v. Wolf, 28 Nebr. 500. 


CERTIFICATE OF DEPOSIT PAYABLE 
ON CONDITION 


A certificate of deposit payable on condition is not negoti- 
able, and where the condition does not eventuate the 
issuing bank may safely return the money to the de- 
positor without surrender of the certificate as, the 
condition not being performed, neither the payee nor 
an assignee acquires any enforceable rights therein. 


From Michigan—Will you kindly advise us whether 
or not we acted rightly in the following case? A Jocal 
attorney (A) deposited with us five hundred dollars on 
certificate of deposit, which was made out as follows: A 
has deposited $500 payable to the order of John Doe in 
case of the default of the bond in the case of the People 
v. Jones. Sometime later A, claiming that the court would 
not return this C/D to him, notwithstanding the fact that 
Jones had been tried and acquitted, made the claim to 
this bank that the money deposited by him be returned to 
him. After his furnishing us with a certified copy of the 
court records showing that Jones had appeared, been tried 
and acquitted, we paid him $500. He did not return the 
original C/D. This original C/D, indorsed by John Doe 
in blank (John Doe was a justice of the peace), came to 
us in the regular course of business some time later. We 
protested same and returned it, making note on the back 
that it was returned on account of no evidence shown that 
Jones had defaulted on his bond. We are now threatened 
with suit for not paying this original C/D. We would 
greatly appreciate receiving your opinion of this case. 

I think the bank in this case was safe in returning the 
money to the depositor and is under no liability to the 
holder of the certificate. The certificate of deposit being 
payable on condition was not negotiable, and an assignee 
or indorsee of the payee took no greater rights than the 
original payee. The rule is well recognized that an under- 
taking to pay a definite sum of money on demand, provided 
a certain act is done, is not enforceable until the condition 
on which the money is payable has been performed (Lemar 
&e. Co. v. Bank, 127 Ga. 448; Baker v. Tillman, 84 Ga. 
401) or the contingency creating the breach of condition 
has happened. 

As the condition upon which the certificate of deposit 
was to become payable, namely, default of the bond, did 
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not eventuate, there is nothing due from the bank to 
John Doe thereon, and such defense can be successfully 
interposed whether the action be brought in the name of 
John Doe or of the assignee. 

A case having a certain analogy is McGorray », 
Stockton Sav. &c. Soc., 131 Cal. 321. The payee of a 
certificate of deposit indorsed it to a sheriff and delivered 
it to the issuing bank with instructions to deliver the 
certificate to the sheriff when the Ixtter should deliver to 
the bank a certificate of redemption of certain land. The 
sheriff did not deliver the certificate of redemption and 
made no claim to the certificate. The bank refused to 
repay the money to the depositor. The court held the in- 
dorsement did not invest title in the sheriff in the absence 
of his acceptance, and where he made no claim to the 
deposit and did not forward the bank the certificate of 
redemption, the payee had the right to recall the deposit 
from the bank, his agent, and payment of the money to 
him by the bank would discharge the latter from all lia- 
bility. 

In the present case the facts are somewhat different, 
as the certificate was delivered to the justice of the peace 
and accepted by him, but as its payment was made condi- 
tional on the default of a certain bond and the condition 
did not eventuate, neither the justice of the peace nor his 
assignee acquired any right to the money, and it was 
properly returned to the original depositor. 


GARNISHMENT OF PROCEEDS B/L DRAFT 


Where proceeds of B/L draft are garnished in hands of 
collecting bank for indebtedness of shipper, garnishing 
creditor not entitled to proceeds if draft has been sold 
by shipper prior to collection—Duty and method of 
procedure by collecting bank where proceeds in its 
hands garnished. 

_From Michigan—We recently had the following ex- 
perience with a B/L draft collection: Draft with B/L 
attached, covering shipment of scrap iron, was received 
from one of our customers for collection. We forwarded 
same to bank in town where payer resided. Payer at 
first refused payment of the draft, claiming that it was. 
drawn for an excessive amount, but finally did so and in- 
mediately garnisheed the funds before the collecting bank 
could credit same to our account. As the collecting bank 
would not release the funds, our customer, whom we think 
was in the right, was obliged to settle on the payer’s terms, 
and his attorney claims that the collecting bank should not 
have withheld the funds, as they could not legally be 
reached by garnishment proceedings. We would appreciate 
your opinion in the matter. 

Where the seller and shipper of goods draws a draft 
upon the buyer for the price with bill of lading attached 
which he forwards through a bank for collection and the 
proceeds of the draft, after payment by the buyer, are 
attached or garnished by him for an indebtedness of the 
shipper, the right of the garnishing creditor to the pro- 
ceeds will depend upon whether or not the bank has pur- 
chased or discounted the draft, so as to obtain title thereto 
or has simply received it as agent for collection. 

It has been held in numerous cases that where the 
bank in which the shipper has deposited a bill of lading 
draft, purchased or discounted the same, the proceeds be- 
long to it and not to the shipper, and the right of such 
bank to the proceeds will prevail over an attaching creditor 
of the shipper. Seward Co. v. Miller, 55 S. E. (Va.) 681; 
Mather v. Gordon, 77 Conn. 341; American Nat. Bank 
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Henderson, 123 Ala. 612; Neill v. Rogers, 41 W. Va. 37; 
First Nat. Bank v. Milling Co., 103 Iowa, 518; Nat. Bank 
y. Everett, 71 S. E. (Ga.) 669. 

You state in the present case that the draft with bill 
of lading attached wzs received from one of your cus- 
tomers for collection and that the payor, after paying the 
draft, immediately garnished the proceeds for an indebted- 
ness of your customer. If your bank had purchased or 
discounted this draft so that the proceeds belong to it and 
your claim to the fund had been properly presented in the 
garnishment proceedings, the garnishment would have been 
defeated, but if you were merely an agent for collection 
and the proceeds belonged to your customer, they were 
sudject to garnishment for an indebtedness of the latter, 
assuming such an indebtedness existed. 

You state that the collecting bank would not release 
the funds, consequently your customer was obliged to 
settle on the payor’s terms, and that the attorney of your 
customer claims that the collecting bank should not have 
withheld the funds, as they could not legally be reached 
by garnishment proceedings. This brings up the question 
of the duty of the collecting bank in the premises. When 
served with writ of garnishment it was without knowledge 
whether the proceeds belonged to the defendant in the 
garnishment proceedings (your customer) or to your bank 
and, if they belonged to your customer, whether or not 
there was a debt due by your customer to the garnishing 
creditor. Obviously, therefore, it would have been unsafe 
for it to have released the funds, that is, paid over the 
proceeds to you, and thereby taken the risk that the pro- 
ceeds belonged to your customer and that he was indebted 
to the garnishing creditor. It would seem to have been its 
duty to have promptly notified you of the fact of garnish- 
ment, and if the funds belonged to your bank, the collecting 
bank could have made answer that the funds had been 
assigned to or were claimed by a third person, which would 
have compelled the garnishing creditor to bring your bank 
in as a party to the proceedings, or if the proceeds be- 
longed to your customer, and he claimed he was not in- 
debted to the garnishing creditor, he could have forwarded 
satisfactory indemnity to the collecting bank, which could, 
in turn, have given a bond and thus released the funds. 

The Michigan statute provides that ‘““‘When the answer 
of the garnishee shall declare that any other person than 
the defendant claims the indebtedness or property in his 
hands, or any part thereof, and the name and residence of 
such claimant, if residing either in this state or in any 
cther state or country, the court may, on motion, order 
that such claimant be interpleaded as a defendant to the 
garnishee action, and that notice thereof, setting forth the 
fact with a copy of such order, in such form as the court 
shall direct, be served upon him; and after such service 
shall have been made, the garnishee may pay or deliver 
such indebtedness or property to the clerk of the court, 
and have a receipt thereof, which shall be a complete 
discharge from all liability to any party for the amount 
so paid or the property so delivered. * * *” (Howell’s 
Mich. Stat. [1913], Chap. 355, Sec. 13463.) See also Marx 
v. Wayne Circuit Judge, 119 Mich. 19, holding that pay- 
ment into court is not a condition precedent to the right 
to have an interpleader under this section. And see 
Stephens ». Pennsylvania Casualty Co., 135 Mich. 189, 
holding that interest may be recovered where the garnishee 
fails to avail himself of the privilege of paying the money 
into court. 


The Michigan statute likewise provides that the prin- 
cipal defendant may at any time after the service of the 
process of garnishment, and previous to the rendition of 
judgment thereon, file with the clerk of court his bond, 
with two sufficient sureties, in a penal sum equal to double 
the amount of the plaintiff’s claim, conditioned to pay any 
judgment obtained against the defendant in the principal 
action, whereupon the garnishment proceedings must be 
dismissed. (Jbid., Sec. 13482.) 

The Michigan statute makes no provision for the 
release of the garnished fund by reason of the giving of 
a bond by a third person claimant to the fund, either to 
the garnishee or to an officer of the court, provision for 
which is made by statute in several jurisdictions. 

It will, therefore, be seen that the collecting bank, 
after being served with process of garnishment, would 
have made remittance at its own risk and that the proper 
mode of procedure would have been to have advised your 
bank of the service of the writ and, if your bank claimed 
the funds as its own property, the collecting bank should 
have made due answer, naming your bank as the owner of 
the fund, and thereafter paid the proceeds into court, tak- 
ing a receipt therefor. Or, if your customer owned the 
proceeds, but claimed he was not indebted, he should have 
appeared and contested the proceedings or, if he desired 
immediate remittance of the funds, could have arranged 
‘with the collecting bank upon satisfactory indemnity, to 
have filed a bond which would have resulted in release 
of the funds. 


ATTACHMENT OF INSUFFICIENT DEPOSIT 
BY TWO CREDITORS SIMULTANEOUSLY 


Where a bank is served simultaneously with two writs of 
trustee process against the account of the same de- 
positor in behalf of different creditors, the deposit 
being insufficient for both, the rule in Massachusetts, 
and probably in Maine, is that the respective plaintiffs 
are entitled to recover an aliquot part of the deposit, 
each being entitled to one-half the fund, although 
their claims are for unequal amounts—the Pennsyl- 
vania rule appears to be that each would share in 
the deposit pro rata, according to their respective 
claims. In the instant case, the claims being of equal 
amount, each would take one-half in any event. 

From Maine—The account of Mr. A had a balance 
at 9 o’clock this morning of $13,000. At 10.17 there was 
served on our bank, trustee writs by a local attorney, 
one in favor of Mr. B and the other in favor of Mr. C, 
both for $7,000, the writs dated today and returnable on 
the same day, namely, the first Tuesday of October. 
These were handed to our officer at identically the same 
moment and without comment of the attorney that there 
were two parties involved. Your opinion is desired as to 
which of these should be given the prior lien against this 
deposit. As the combined writs are in excess of the total 
amount of the deposit, it would appear to me that a 
»reference might be claimed. 

The point does not appear to have been decided in 
Maine, but in Massachusetts, where the statute covering 
trustee process is, with a few amplifications, practically 
similar to the Maine statute, it has been held that where 
an officer having several writs to be served, delivered all 
the copies thereof to the trustee at the same time, the 
attachments thus made were simultaneous, and that the 
plaintiffs in such processes were entitled respectively to re- 
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cover an aliquot part of the proceeds of the goods so 
attached. Rockwood v. Varnum, 17 Pick. (Mass.) 289. 

In the later case of Davis v. Davis, 2 Cush. (Mass.) 
111, it was held that where two trustee processes are 
served at the same time, and judgment is recovered in 
each for a sum greater than the amount in the hands of 
the trustee, each of the creditors is entitled to one-half 
of the funds, although their several judgments are for 
unequal amounts. 

The general rule is that where several writs are 
issued against the same garnishee at different times at 
the instance of different creditors they take priority in 
order of time of service of the writ and not according 
to the order of issuance of the writ, although in a few 
jurisdictions it has been held that the first writ placed 
in the officer’s hands is entitled to priority of lien over a 
second writ which is first served on the garnishee. 

In the present case, however, there is no priority of 
service of writ to raise any such question, the two writs 
being served simultaneously. It has been held in Penn- 
sylvania that where writs have been served on the same 
day, no preference can be given and the distribution of 
the fund in the hands of the garnishee must be made 
pro rata. Baldwin’s Appeal, 86 Pa. St. 483. Where two 


writs are simultaneously served against an insufficient 
deposit in behalf of creditors whose demands are not 
equal, I presume the rule of pro rata distribution de- 
clared by the Pennsylvania court would result in the 
larger creditor obtaining a greater share of the proceeds, 
and this would differ from the Massachnsetts rule, which 
would give each creditor an equal part of the proceeds, 


notwithstanding the claim of one creditor is greater than 
that of the other. But in the particular case concerning 
which you inquire the claims of both creditors in whose 
behalf the writs have been simultaneously served are for 
an equal amount, so that there is no question as to the 
specific amount to which each is entitled. In other words, 
under the decisions cited, both creditors are entitled to 
share equally in the fund attached. 


NEGOTIABILITY OF NOTE RECITING 
EXECUTORY CONSIDERATION 


Where a note recites that it is given for a consideration 
to be performed in the future, a majority of courts 
hold that such recital does not affect negotiability nor 
prevent the indorsee from enforcing free from de- 
fenses, unless at the time of acquiring the note he has 


knowledge of the breach of the executory agreement. . 


The courts in a few states hold, to the contrary, that 
the indorsee takes subject to the performance of the 
executory consideration. 

From Tennessee—A number of banks in this section 
have purchased notes made by their customers and others 
for magazines. I give copy of these notes below. We 
want to know if, in your opinion, these notes are nego- 


tiable: 
(Copy or NoTE) 


Date, 
CIRCULATION CQMPANY 


, Ga. 


, 1917. 


Gentlemen— 

Please enter my name for 110 weeks’ subscription to 
(certain publications named), for which I promise to pay 
to your order $5.50 six months from date. 

Signed JOHN SMITH. 


The form of note submitted is based upon an execu. 
tory consideration; it is a promise to pay for a considera- 
tion to be performed in the future. A majority of courts 
hold that negotiability of the instrument is not affected by 
the fact that it recites an executory consideration; that 
such recital will not deprive the indorsee of the character 
of a holder in due course unless he also has notice of the 
breach of the executory agreement before acquiring the 
note, in which event he cannot recover. McKnight v. Par- 
sons, 136 Iowa 390; Jennings v. Todd, 118 Mo. 296; Miller 
v. Finley, 26 Mich. 249; Rublee v. Davis, 33 Neb. 783; 
Porter v. Steel Co., 122 U. S. 267. 


A minority of courts hold to the contrary. Thus in 
Sumter Co. State Bank v. Hayes, 67 So. (Fla.) 109, where 
a negotiable note was given and indorsed by the payee to 
plaintiff bank and it appeared from facts outside the note 
that it was given in consideration of an executory contract 
and the bank acquired the note with knowledge that such 
was the consideration, but before there was a breach of 
such contract, it was held that the indorsee was not a 
holder in due course, without notice of any infirmity in 
the instrument or defect in its title, within the meaning 
of the Negotiable Instruments Act, even though the 
indorsee did not know of the subsequent breach of the 
eontract. 


And in Heard v. Shedden, 113 Ga. 162, it was held 
that where the consideration is an insurance policy not 
yet issued, a purchaser who takes the note with notice 
that such policy has not yet been issued takes the risk of © 
possible failure of the company to issue such a policy as 
is applied for. 


The reasoning underlying the majority rule is well 
stated by the Supreme Court of Missouri in Jennings v. 
Todd, supra: “We think, however, that no well-considered 
case can be found in which a collateral contemporaneous 
agreement, providing that the note should not be paid in 
the event that an executory contract, which was considera- 
tion of the note, should not be performed, has been allowed 
to defeat the negotiability of the note in the hands of an 
indorsee, though he had notice of such agreement. A great 
part of the improvement of the country, and of business 
generally, is carried on with money raised by the discount 
of notes given upon executory contracts, and if the maker 
could be allowed to defend against such notes, in case of a 
breach of contract, on the ground that the indorsee, though 
in other respects bona fide, had knowledge of the transac- 
tion out of which the notes grew, all confidence in such 
notes as negotiable paper would be destroyed and such 
business would be paralyzed. By making and delivering 
a negotiable note the maker is held to intend that it may 
be put in circulation and that no defenses against it 
exist. * * * If the breach had occurred to the knowl- 
edze of the indorsee when he purchased he would not, of 
course, be protected.” 


It follows that the note in question would be held 
negotiable in a majority of the states, but in a few states 
the courts would hold it non-negotiable. The question of 
negotiability would depend upon the law of the state where 
the note had its inception as a contract, that is, where it 
was executed and delivered. If executed in one state and 
delivered in another, the law of the state of delivery would 
govern, as delivery completes the contract. 
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NEWS OF THE STATE ASSOCIATIONS 


WEST VIRGINIA CONVENTION 


In all the twenty-four years since the organization of 
the West Virginia Bankers Association there has never 
been a more satisfactory and interesting convention than 
that held at White Sulphur Springs. It was a war con- 
vention in the real sense of the word. President Bray 
and Secretary Hill were congratulated on the excellence 
of the speakers and the subjects chosen. The principal 
speakers of the convention were Secretary McAdoo, Gov- 
ernor Cornwell of West Virginia, and Herbert Quick of 
the Federal Farm Loan Board. Their addresses mostly 
pertained to the Liberty Loan and to the necessity of 
patriotism in the prosecution of the war. Governor Corn- 
well pointed out the influence which the bankers generally 
have in their own communities, which could be capitalized 
to the advantage of the government. M. W. Harrison, 
Secretary of the Savings Bank Section, American Bank- 
ers Association, addressed the convention on ‘Money Sav- 
ings and the War.” The first session of the convention 
was held Friday, and lasted two days. On the second day 
a dinner was given to the bankers in honor of Secretary 
McAdoo. Frank Trumbull, chairman of the board, Chesa- 
peake & Ohio Railroad Company, responded splendidly to 
a toast and described the present condition of the rail- 
roads. 

The following officers were elected: President, H. O. 
Aleshire, vice-president Day and Night Bank, Huntington; 
vice-president, James A. Sigafoose, cashier Marshall 
County Bank, Moundsdale; secretary, Joseph S. Hill, 
cashier Charleston National Bank, Charleston. 

H. W. Chadduck, cashier Grafton Banking & Trust 
Company, Grafton, was elected a member of the Executive 
Council, American Bankers Association; W. W. Woods, 
cashier Miners & Merchants Bank, Thomas, was elected 
vice-president for West Virginia, and Fred J. Fox, cashier 
Security Trust Company, Wheeling, W. Va., was elected 
a member of the Nominating Committee. 

According to statistics compiled by Governor Cornwell 
the banks of the state sold $15,786,800 of Liberty bonds in 
the last campaign to 20,776 subscribers. 


ILLINOIS CONVENTION 


The twenty-seventh annual convention of the Illinois 
Bankers Association, held at Quincy, September 18 and 
20, was a remarkable one not only for the fine attendance 
but for the galaxy of speakers who made the sessions un- 
usually interesting. Charles A. Hinsch, president Fifth- 
Third National Bank of Cincinnati and Vice-President 
American Bankers Association, spoke on “Financial and 
Industrial Progress”; John G. Lonsdale, of St. Louis, on 
“West of Mississippi River’; Joseph Chapman, of Minne- 
apolis, “The Duty of Citizenship in a Republic”; John H. 
Puelicher, President State Bank Section, American Bank- 
ers Association, “Federal Reserve Amendments”; Bruce 
Baird, president Chicago Chapter, A. I. B., “Training 
Future Bankers”; Francis H. Sisson, of New York, “Over 
the Top in Business and Finance.” Hugh S. Magill, Jr., 
spoke on “The Illinois Centennial.” 

Secretary Graettinger reported a net increase of six- 
teen members for the year and stated that there were now 
only seventy-three non-members in the state. 


The entertainment was of a most open-hearted char- 
acter and included the association dinner, a band concert 
and informal dancing, a boat excursion to Keokuk Dam, 
and an automobile tour, luncheon and bridge party for 
the ladies. 

Officers elected are: President, Robert R. Ward, vice- 
president Benton State Bank, Benton. Vice-president, 
Charles R. Ireland, cashier Washburn Bank, Washburn; 
Secretary, M. A. Gracttinger, 208 So. LaSalle Street, 
Chicago; Treasurer, Maurice A. Mudd, cashier First State 
Bank, Chester. 

The A. B. A. elections are as follows: Vice-President 
for Illinois, Bert C. Roach, president Bank of Bushnell, 
Bushnell; members Executive Council, M. A. Traylor, presi- 
dent Live Stock Exchange National Bank, Chicago, and 
Andrew Russel, vice-president Ayers National Bank, Jack- 
sonville. 


OHIO CONVENTION 


The twenty-seventh annual convention of the Ohio 
Bankers Association, held in Columbus, September 12, 
was the most notable in the history of the association. 
Secretary Newton D. Baker made the chief address, which 
dealt with the philosophy of the war. A. E. Adams, 
president of the association, read a paper on loans, and 
Robert F. Maddox, of Atlanta, spoke on “War and the 
Profits.” There were also speeches by Dr. J. F. Holds- 
worth of the University of Pittsburgh, Herbert Quick 
of the Farm Loan Board, Washington, and Chairman M. 
R. Denver of the Administration Council. Governor 
James M. Cox made a patriotic address commending the 
banks for the part they have played in the war. 

A resolution pledging the loyal and hearty support 
of Ohio bankers to the government in the present crisis 
was adopted and a copy transmitted to the President of 
the United States. 

The entertainment included a big smoker given by 
the Columbus Clearing House, which was greatly enjoyed 
by all the members. 

The officers elected for the ensuing year are as fol- 
lows: President, W. A. Blicke, cashier Bucyrus City 
Bank, Bucyrus; vice-president, M. R. Denver, president 
Clinton County National Bank, Wilmington; treasurer, 
W. C. Mooney, president Monroe Bank, Woodfield. 

Ohio officers for the American Bankers Association 
elected at the convention are as follows: Member of Ex- 
ecutive Council (three years), I. M. Taggart, cashier 
Merchants National Bank, Massillon; additional member 
of Executive Council (two years), W. P. Sharer, president 
First National Bank, Zanesville; member Nominating 
Committee, W. P. Sharer, president First National Bank, 
Zanesville; alternate member Nominating Committee, 
Ralph D. Sneath, president Commercial National Bank, 
Tiffin. 


NEW MEXICO BANKERS 


The New Mexico Bankers Association held a most 
successful convention at Las Vegas September 11 and 12. 
Nearly every bank in the state was represented and there 
were many representatives from Kansas City, El Paso, 
Denver, New York and Boston. 
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Judge W. F. Ramsey, chairman of the board of the 
Federal Reserve Bank of Dallas, delivered an address on 
“The Good of the Order,” which was greatly enjoyed. 
State Bank Examiner Geo. H. Van Stone, of New Mexico, 
read a paper on the “Bank Act of New Mexico—lIts 
Merits and Defects.” 

The new officers elected are: President, W. D. Mur- 
ray, president Silver City National Bank, Silver City; 
vice-president, J. J. Jaffa, vice-president and cashier 
Citizens National Bank, Roswell; treasurer, C. Hobbs, 
assistant cashier First National Bank, Roswell; secretary, 
W. A. MeMillin, cashier American Trust & Savings Bank, 
Albuquerque. 

The A. B. A. elections are: Vice-president for New 
Mexico, H. B. Jones, president First National Bank, 
Tucumcari; member Nominating Committee, H. J. Ham- 
mond, president First National Bank, Clayton; alternate 
member Nominating Committee, H. B. Jones, president 
First National Bank, Tucumcari. 

Secretary McMillin writes: “We now have a member- 
ship of 100 out of a possible 112, and it looks as though 
we might make it unanimous. Hope so.” 


DELAWARE CONVENTION 


The annual meeting of the Delaware Bankers Asso- 
ciation was held at the Hotel Richardson, Dover, Septem- 
ber 6. Otho Nowland, president, presided. Reports were 
asked as to the experience of those members of the asso- 
ciation who had reduced interest on savings or time ac- 
counts from 4 per cent. to 3 per cent. Representatives 
of each of the banks having made such a reduction re- 
ported that they were thoroughly satisfied with the re- 
sults. Practically no losses had occurred in the savings 


MORTUARY RECORD OF 


26 TO SEPTEMBER 24, 1917 


REPORTED AUGUST 


Campbell, A. B., cashier Citizens Bank of Tolono, Tolono, 
Ill. 

Clafin, R. F., treasurer Granite Trust Co. of Quincy, 
Woolaston, Mass. 

Clark, William, cashier Bank of Washington Heights, 
New York City. 

Childs, Harris M., president City National Bank, York, 
Neb. 

Dalzell, Robert C., cashier City Bank of Wheeling, Wheel- 
ing, W. Va. 

Eichmiller, George S., cashier State Bank of Hector, 
Hector, Minn. 

Fieweger, Joseph L., president Bank of Menasha, Menasha, 
Wis. 


accounts, and there were increased deposits on the regular 
accounts. A vote taken showed that, with one exception, 
the association was unanimously in favor of the reduction, 
and the Executive Committee were instructed to continue 
the campaign to have all Delaware banks reduce their rate 
accordingly. 

The following officers were unanimously elected: 
President, John G. Townsend, Jr.; vice-president, John §. 
Rossell; secretary and treasurer, William G. Taylor. 

The president presented an invitation from Dr. Sam- 
uel C. Mitchell, president of Delaware College, for the 
Association to hold a meeting at the college some time this 
fall as guests of the college. After a most interesting 
and appropriate address by President Nowland, the meet- 
ing adjourned. 

Dinner was served at 2 o’clock with Vice-President 
Rossell presiding, and excellent addresses were made by 
George H. Hall of Milford and Henry Ridgely, Esq., of 
Dover. 

At a*meeting of the Delaware members of the Amer- 
ican Bankers Association, the following elections were 
made: 

Vice-president for Delaware, William G. Taylor; 
member Nominating Committee, Caleb M. Sheward; alter- 
nate member Nominating Committee, John Richardson, Jr. 


CONVENTION CALENDAR 


DATE ASSCCIATION PLACE 
Oct. 1-3 
Oct. 3-4 
Oct. 10-11 
Oct. 10-12 


Nov. 9-10 


Investment Bankecrs.............. Baltimore 
Indiana 

Nebraska 


Arizona 


ASSOCIATION MEMBERS 


Holmes, John, vice-president Miners and Merchants Bank, 
Iditarod, Alaska. 

Lefeture, Henry, president Fairfax Savings Bank, Fair- 
fax, Iowa. 

Noyes, W. Herbert, vice-president First National Bank, 
Newburyport, Mass. 

Oldring, Henry J., chairman of Advisory Committee, 
Greenport Branch of Corn Exchange Bank of New 
York, N. Y. 

Schoonover, John Nicholas, president Moshannon National 
Bank, Philipsburg, Pa. 

Week, Andrew R., president First National Bank, Stevens 
Point, Wis. 


THE BUDGET SYSTEM AND AMERICAN FINANCE 


“The National Budget System and American 
Finance,” by Charles Wallace Collins, has just been pub- 
lished by the Macmillan Company. The motif is the new 
importance of the budget system in view of the greatly 
increased cost of running the government as a result of 
the war. Mr. Collins explains what the budget system 
is and what it implies, in language that can be understood 


by the layman. The chapters take up in succession the 
preparation and ratification of the budget, its execution, 
audit and control, features of the system, preparation of 
financial measures in the United States, ratification of 
financial measures by Congress, spending, audit and con- 
trol in the United States, criticisms of the American 
system, etc. The book sells for $1.25. 
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TITLE CHANGES AMONG BANK OFFICERS 


Following is a list of officers’ title changes in institutions which are members of the American Bankers Associa- 


tion, reported to the JoURNAL-BULLETIN from August 26 to September 24, 1917, inclusive. 
favor by notifying this department immediately of any such changes. 


information direct from members: 


CALIFORNIA 

Vacaville—C. M. Hartley elected president Bank of 

Vacaville, succeeding G. W. Crystal, deceased. 
DISTRICT OF COLUMBIA 

Washington—Howard Moran, formerly treasurer The 
Home Savings Bank, elected vice-president. Francis G. 
Addison now treasurer. 

GEORGIA 

Macon—R. J. Taylor, Jr., elected cashier Continental 

Bank & Trust Company, succeeding W. C. Hamilton, Jr., 


resigned. 
IDAHO 


Bonners Ferry—Charles O’Callaghan, now vice-presi- 


_dent First State Bank, succeeding F. R. Anderson, re- 


signed. 
Lewiston—Arthur E. Clarke, formerly cashier, elected 
president First National Bank, succeeding John P. Voll- 


mer, deceased. 
INDIANA 


Seymour—W. M: Whitson, now president Seymour 
National Bank, succeeding Lynn Faulkconer, resigned. 
IOWA 
Hepburn—O. G. Hamilton elected cashier Farmers 
Savings Bank, succeeding J. A. Swanson, resigned. 
Waterloo—W. C. Logan now president Waterloo Sav- 
ings Bank, succeeding Emmons Johnson, resigned. 
KANSAS 
Nortonville—C. F. McCarthy now cashier Exchange 
State Bank, succeeding O. O. Clark. 
Plainville—Earl- Gillespie elected cashier First Na- 
tional Bank, succeeding W. Hughes. 
MICHIGAN 
Detroit--Harry L. Stanton, formerly assistant secre- 
tary Detroit Trust Company, now vice-president. 
Sault Ste. Marie—Charles S. Osborn, vice-president 
First National Bank, resigned. 
MINNESOTA 
Grand Meadow—Ford T. Elliot elected cashier First 
National Bank, succeeding Clarence W. Higbie, resigned. 
Saint Paul—M. W. Waldorf elected vice-president 
Twin City State Bank. 
MONTANA 
Shelby—Geo. H. Stanton now vice-president First 
State Bank, succeeding L. C. Marsh. 


NEBRASKA 

Grand Island—T. J. Hansen, formerly cashier Grand 
Island National Bank, elected vice-president. L. R. Brin- 
inger, assistant cashier, now cashier. 

Omaha—W. E. Shafer now vice-president American 
State Bank, succeeding J. F. Hecox. 

Shelby—N. L. Nelson, formerly assistant cashier The 
First National Bank, elected cashier, succeeding C. Oscar 
Olson, resigned. 

NEW JERSEY 

Pitman—J. B. Wainwright now cashier Pitman Na- 

tional Bank, succeeding Wadsworth Casse, resigned. 


NEW YORK 
New York—L. S. Tiemann and Mercer P. Moseley 
elected vice-presidents American Exchange National Bank. 


Members will confer a 
Publication will be made only on receipt of 


New York—Eugene V. R. Thayer elected president 
The Chase National Bank, succeeding A. H. Wiggin, re- 
signed. 

New York—Wallace T. Perkins elected vice-president 
Chatham and .Phenix National Bank. 

New York—Francis Halpin, formerly cashier, and I. 
B. Hopper, formerly assistant cashier, elected vice-presi- 
dents Chemical National Bank. Edward H. Smith, for- 
merly assistant cashier, now cashier. 

New York—H. Mercer Walker, formerly treasurer, 
elected vice-president Equitable Trust Company. Herman 
J. Cook, assistant treasurer, elected treasurer. 

New York—H. D. Campbell elected secretary and 
treasurer Mercantile Trust & Deposit Company. 

Utica—Fred G. Reusswig elected second vice-presi- 
dent Oneida County Trust Company, succeeding Frank 
R. Winant, resigned. 

NORTH DAKOTA 

Jamestown—C. A. Klaus elected president Farmers 
& Merchants National Bank, succeeding Michael Murphy, 
deceased. 

MeVille—O. G. Olson now vice-president First Na- 
tional Bank, succeeding E. S. Boyd. 


OKLAHOMA 

Bristow—C. C. Benton, cashier Bristow National 
Bank, resigned. 

Hartshorne—B. C. Sims, vice-president First State 
Bank, also elected cashier, succeeding C. L. Willis, re- 
signed. 

McAlester—Gould Bryan, formerly assistant cashi-r 
American National Bank, elected cashier. 

Purcell—W. L. Guffin now president Union National 
Bank of Purcell, succeeding W. H. P. Trudgeon. 

Tulsa—A. E. Bradshaw, formerly cashier, elected 
first vice-president The First National Bank, and Roscoe 
Adams, assistant cashier, elected cashier. 


PENNSYLVANIA 

Grantham—A. M. Kuhns, formerly vice-president, 
elected president Grantham National Bank. James W. 
Shaffer elected vice-president. 

Philadelphia—Jacob Netter elected second vice-presi- 
dent Bank of Commerce. 

Reynoldsville—J. C. Sayers now president The Peo- 
ples National Bank, succeeding W. B. Alexander, resigned. 
A. G. Christy elected cashier, succeeding F. K. Alexander, 
resigned. 

RHODE ISLAND 

Providence—Henry A. Grimwood elected president 

High Street Bank, succeeding Arthur E. Austin. 


TEXAS 
Albany—P. W. Reynolds now president First Na- 
tional Bank, succeeding N. L. Bartholomew. 
Arp—Z. L. Butts elected cashier Arp Guaranty State 
Bank, succeeding L. W. Turner, resigned. 
Austin—Walter Bremond elected president State 
National Bank, succeeding John H. Robinson, Jr. 
Dalhart—W. E. Farwell elected cashier Midway Bank 
& Trust Co., succeeding Frank B. Farwell. 


| 


Houston—W. S. Patton, now active vice-president and 
cashier Houston National Exchange Bank, succeeding 
August DeZavala. 


adams, Fred W., Kansas City, Mo. 

Allen, J. F., 111 Broadway, New York, N. Y. 

Armstrong, D. M., vice-president Commercial Trust & 
Savings Bank, Memphis, Tenn. 

Balch, A. F., president Marshalltown State Bank, Mar- 
shalltown, Iowa. 

Barbour, George H., vice-president Dime Savings Bank, 
Detroit, Mich. 

Barker, James L., 2 Rector Street, New York, N. Y. 

Bartlett, Henry T., assistant cashier, First National Bank, 
Montgomery, Ala. 

Bogardus, J. Howard, secretary and treasurer Stamford 
Savings Bank, Stamford, Conn. 

Bosworth, A. W., assistant cashier Old Colony Trust Co., 
Boston, Mass. 

Bradley, E. B., Commercial National Bank, Kansas City, 
Kan. 

Browne, Kenneth L., cashier Peoples National Bank, Kan- 
sas City, Kan. . 

Burks, W. H., president Security State Bank, Wellington, 
Kan. 

Call, S. S., Savannah, Ga. 

Cline, Howard, cashier National Bank of Westfield, West- 
field, N. J. 

Cooney, Arthur R., National Bank of Commerce, St. Louis, 
Mc. 

Crane, Ralph T., vice-president Montclair Savings Bank, 
Montclair, N. J. 

Davis, Frederick C., Roslyn Savings Bank, Roslyn, N. Y. 

Day, Harry L., president Wallace Bank & Trust Company, 
Wallace, Idaho. ‘ 

Douglas, Roscoe S., Dime Savings Bank, Detroit, Mich. 

Downing, John F., president New England National Bank, 
Kansas City, Mo. 

Edwards, Daniel O., treasurer Ludlow Savings Bank & 
Trust Company, Ludlow, Vt. 

Evans, Montgomery, president Norristown Trust Com- 
pany, Norristown, Pa. 

Galther, W. G., cashier First National Bank, Elizabeth 
City, N. C. 

Goldwater, Merris, Prescott, Ariz. 

Goodwin, Horatio N., assistant treasurer Winsted Savings 
Bank, Winsted, Conn. 

Greene, Nelson H., vice-president Peoples Savings Bank & 
Trust Co., Moline, Tl. 

Horne, Frank A., 161 Chambers Street, New York City. 

Howard, S., Hartford Trust Company, Hartford, Conn. 

Hull, George H., Tuxedo Park, N. J. 

Jess, Stoddard, president First National Bank, Los An- 
geles, Cal. 

Johnson, F. F., vice-president Boise City National Bank, 
Boise, Idaho. 

Jones, A. N., assistant cashier First National Bank, Los 
Angeles, Cal. 

Jones, Breckinridge, president Mississippi Valley Trust 
Cempany, St. Louis, Mo. 

Kane, George F., Society for Savings, Hartford, Conn. 
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WISCONSIN 
Clintonville—Dr. W. H. Finney elected president 
State Bank, succeeding D. J. Rohrer. 


King, Delcevare, vice-president Granite Trust Company, 
Quincy, Mass. 

Kniffin, William H., Jr., vice-president First National 
Bank, Jamaica, N. Y. 

Lambertson, James B., Sioux Falls, S. D. 

Law, William A., president First National Bank, Phila- 
delphia, Pa. 

Lovejoy, George S., Boston, Mass. 

Lowry, Robert J., president Lowry National Bank, At- 
lanta, Ga. 

McAdams, Thomas B., vice-president Merchants National 
Bank, Richmond, Va. 

McCarter, J. B., Commercial National Bank, Kansas City, 
Kan. 

Martin, Thomas P., Jr., president Oklahoma Stock Yards 
National Bank, Oklahoma City, Okla. 

May, J. T., vice-president Fremont National Bank, [re- 
mont, Neb. 

May, L. M., Fremont, Neb. 

Morgan, C. A., manager New Orleans Clearing House, 
New Orleans, La. 

Pack, Charles Lathrop, Lakewood, N. J. 

Parsons, Charles B., Detroit, Mich. 

Perkins, C. S., cashier Home National Bank, Meriden, 
Conn. 

Please, Clement, editor Chase Financial Publications, 
Omaha, Neb. 

Pratt, J. M., vice-president Guaranty Trust Company, 


New York. 
Poowsy. C. N., cashier Exchange State Bank, Kansas City, 
an. 


Prouty, Cheney, Jr., Kansas City, Kan. 

Prouty, Edwin R., Kansas City, Kan. 

Reak, Albert M., Washington, D. C. 

Reid, Walter C., New York, N. Y. 

Rogers, George W., vice-president Bank of Commerce, 
Little Rock, Ark. 

Rosseland, Fred M., Chicago, III. 

Sadd, W. A., president Chattanooga Savings Bank, Chat- 
tanooga, Tenn. 

Smith, Elias A., cashier Deserest Savings Bank, Salt Lake 
City, Utah. 

Stevens, Charles W., assistant cashier Old Colony Trust 
Company, Boston, Mass. 

Stone, Frederick W., treasurer Somerville Savings Bank, 
Somerville, Mass. 

Swisher, H. D., State Street Trust Company, Boston, Mass. 

Thomas, Royal V., State House, Boston, Mass. 

Tilton, McLane, Jr., president First National Bank, Pell 
City, Ala. 

was A. C., manager St. Louis Clearing House, St. Louis, 
Mo. 

Wilson, George, Union Bank of Canada, New York, N. Y. 

Wolf, Edmund §S., cashier District National Bank, Wash- 
ington, D. C. 

Woodward, H. B., secretary and treasurer Midd 
Savings Bank, Middletown, N. Y. 

Young, Earl C., Connecticut River Banking Company, 

Hartford, Conn. 
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1918—B. G. McWILLIAM_(ea-oficio), Guaranty Trust Company, New York, N. Y.; J. C. THomson (eg-oficio), Northwestern National 


Bank, Minneapolis, Minn. ; 


D. BEcKLEY, City National Bank, Dallas, Tex.; Harry_E. Hesprangk, American Trust & Savings Bank, 


Springfield, Ohio; R. H. MacMicHasgL, Dexter Horton Trust & Savings Bank, Seattle, Wash.; R. A. NEWELL, First National Bank, San 


Francisco, Cal. 


1919—R. 8. Hecut (ev-oficio), Hibernia Bank & Trust Company, New Orleans, La.; Gro. F. Kane, Soctiet 
National Bank, anges City, Mo.; Wm. A. Nickert, Eighth National Bank, 


Conn.; C. H. CHENEY, Firs 
Rarrray, Guaranty Trust Company, New York, N. 


for Savings, Hartford, 
hiladelphia, Pa.; Jamas 


1920—CLARENCE A. RATHBONE, Norwood Trust Company, Norwood, Mass.; Witrrep A. Roper, Bank of Commerce & Trusts, Ric 
mond, Va.; JOSEPH A. SEABORG, Mercantile Bank of the Americas, New York, N. Y.; FRANK J. MAurRIcE, Peoples State Bank, Detrot 


Mich. 


OFFICERS OF THE INSTITUTE 


President, R. S. Hecut, Hibernia Bank & Trust Company, New Orleans, La. 
Educational Director, E. 


National Bank, Minneapolis, Minn. 


Vice-President, J. C. THomson, Northwestern 
ALLEN, Five Nassau Street, New York City. Assistants te 


Educational Director, R. W. Hitt and M. W. Harrison, Five Nassau Street, New York . K Board of Regents—O. M. W. Spracum, 


Chairman, Professor of Banking and Finance in Harvard University, Cambridge, Mass. ; 
W. ALLENDOERFER, First National Bank, Kansas City, Mo.; Frep W. ELLsworta, 


nomics in Princeton University, Princeton, N. J 


EMMERER, Professor of Banking and Eco- 


Guaranty Trust Company, New York, N. Y.; GEORGE B. ALLEN, Five Nassau Street, New York City. 


Fifteenth Annual Convention of the Institute 
on a War Basis 


Inspiring Address of Welcome by James B. 
Forgan—Tribute to Institute Men in the 
Service of the Country—Important Amend- 
ments to By-Laws—State Chapters Author- 
ized—Large Increase in Membership and in 
Number of Institute Graduates—Patriotic 
Rally Addressed by Distinguished Speakers. 


BY RICHARD W. HILL 
Ts fifteenth annual convention of the American In- 


stitute of Banking, held at Chicago, September 12, 

1917, will be recorded in the history of the Institute 
as the most unique ever held. It was a convention un- 
matched in intensity and unexampled in brevity. The 
us:al three-day convention was confined to a business 
session of one day. Chicago Chapter was an ideal host, 
providing an entertainment on Tuesday evening at the 
chapter rooms for the delegates arriving on that day, 
conducting an automobile trip Wednesday afternoon on 
the adjournment of the convention, and tendering a dinner 
to the delegates at the La Salle on Wednesday evening. As 
the convention was called to order, the entire body rose, 
at the suggestion of President McWilliam, and stood 
silently for a few moments, with bowed heads, in tribute 
to those members of the Institute who have already given 
their services to our country. 


CONVENTION PROGRAM 
HOTEL LA SALLE 
10:00 A. M. to 4:00 P. M. (with recess for luncheon) 


1, Invocation. 


REVEREND A. W. HorrMaN, Pastor, Eighth Pres- 
byterian Church. 


2. Address of Welcome. 
JAMES B. ForGAN, Chairman, Chicago Clearing 
House. 
3. President’s Address. 
E. G. McWitiiaM, Guaranty Trust Company of 
New York. 
4. Reports of Committees. 
5. Executive Council Report. 
6. Amendments to By-Laws. 
7. Appointment of Committees on Resolutions and 
Credentials. 
8. Institute Conference. 
(a) The Institute and Government Loans. 
(b) Post-Graduate Work. 
(c) Institute Education During the War. 
(d) Forums and War Topics. 
(e) University Alliances. 
(£f) Women in Banks. 
9. eee of Committees on Resolutions and Creden- 
tials. 
10. Election of Officers. 


DINNER 
HOTEL LA SALLE, 6:30 P. M. 


Toastmaster 
BRUCE BAIRD 
President, Chicago Chapter 


Invocation, 
REVEREND RALPH D. KEARNS, Pastor, Calvary Pres- 
byterian Church. 

Address, 
“The Institute and the War.” 
E. D. HuLBert, president Merchants Loan & Trust 
Company. 

Address, 
“Military Preparedness.” 
COLONEL JAMES A. RYAN, Commander, Fort Sheridan 
Camp. 
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Address, 
“The American Eagle.” 
GEORGE E. ALLEN, Educational Director, A. I. B. 


Address, 
“American Internationalism.” 
JOHN J. ARNOLD, vice-president First National Bank 
of Chicago. 


BUSINESS OF THE CONVENTION 


The first matter brought to the attention of the dele- 
gates was the absence of George E. Allen, our educational 
d:rector. President McWilliam said: “It is with profound 
sorrow that I have to announce to you that our beloved 
Educational Director, Mr. Allen, is prevented from being 
with us by serious illness. Mr. Allen, a few weeks ago, 
was taken with a very serious stomach disorder and 
his condition for a time was indeed serious, but I am glad 
to report to you that he is now improving and there is 
every reason to believe that he will soon again be about 
his accustomed duties. (Applause.) Yesterday afternoon 
the Executive. Council sent Mr. Allen a little telegram, 
telling him how sorry we were that he could not attend 
our meeting, and this morning I have a very character- 
istic telegram from him, which certainly indicates that his 
brain is all right, even though his body may be tempo- 
rarily impaired.” 

The telegram from Mr. Allen was as follows: “Thank 
Executive Council for telegram regretting my absence. I 
am proud that you miss me but prouder that the Institute 
has outgrown the necessity of any one man or set of men 
and become a constellation in which individuals are only 
twinkling stars.” 

On motion, duly seconded and unanimously carried, 
the convention directed that a telegram be sent Mr. Allen: 
“Expressing our regret that he is not with us and hoping 
for a speedy recovery.” 


Greetings from Colonel Farnsworth 


President McWilliam 


read the following telegram 
from Colonel Farnsworth, General Secretary of the 
American Bankers Association: 

“In behalf of the American Bankers Association I 
extend good wishes to the officers and representatives of 
the Institute. The loyalty of its members to the nation is 
told in the depleted ranks and the patriotic abandonment 
of the usual convention. The maintenance of your organ- 
ization is all the more important because of the conditions 
that confront us and for that reason it is certain you 
will find the best solution of the many problems before 
you. The work of war is not all at the front. Best wishes 
for a successful meeting.” 

Colonel Farnsworth’s telegram was enthusiastically 
received by the delegates. 


Address of Welcome 


At this point President McWilliam presented James 
B. Forgan, chairman of the Chicago Clearing House, who 
extended the following words of welcome to the conven- 
tion: 

“Gentlemen of the American Institute of Banking: I 
understand that it was your original intention to hold 
this convention in Denver, but that owing to the unsettled 
conditions and the shortage of bank men prodwced by the 
war it was decided to restrict the attendance to one repre- 
sentative from each chapter and to hold the convention 


in Chicago as the most central and most accessible city 
in the country. 

“I congratulate the officers of the Institute on their 
appreciation and recognition of existing conditions and 
on the loyalty they have shown by their readiness to 
thus meet the situation, so as to cause as little inter. 
ference as possible with the working forces of the banks, 
at a time when for the lack of experienced men they are 
having great difficulty in maintaining their organizations 
on an efficient basis. 

“We greatly regret, however, that in consequence of 
these conditions, this first opportunity the Chicago Chap- 
ter has had to show its hospitality to the representatives 
of the Institute assembled in annual convention, your num- 
ber should have to be so greatly reduced. I understand 
there are here delegates from seventy-eight chapters rep- 
resenting a membership of twenty-two thousand bank 
men. It is to be presumed that the reduction in selective 
numbers raises the standard and. improves the personnel 
of the delegation, so that what we have lost in quantity 
is made up in quality. You are a body of select men. 

“As chairman of the Clearing House Committee rep- 
resenting the associated banks of Chicago, the honor 
devolves on me of offering you a hearty welcome to our 
city. Notwithstanding some well-advertised prominent 
exceptions you will find us a loyal and patriotic bunch of 
American citizens and as such we welcome you. An 
entertainment of a decidedly patriotic and more or less 
military nature has been provided for you this evening, to 
which I have been asked to invite the officers and dele- 
gates of the convention. The entertainment will take the. 
form of a dinner to be given by the Chicago Chapter in 
this hall at 6:30 this evening, and we trust you will all 
be present. 

“These are very exceptional and trying times. 
Since you last met in convention our beloved country has 
joined the Allies in the terrible world war that has been 
raging for the past three years, and the hearts and minds 
of all good citizens who stop to think are strained with 
anxiety as to the final outcome. We feel confident as to 
the final outcome, but the surest and quickest way to 
achieve victory is for each and all of us to enter heartily 
into the spirit of the conflict and do all we possibly can 
to bring the war to a victorious end, so that we and those 
who come after us may continue to live in peace and 
enjoy the freedom to which in this democratic country we 
have so long been accustomed. These blessings will be 
lost to us and to them if the war is lost. No sacrifice, 
therefore, is too great to achieve victory. 

“In all your deliberations keep this uppermost in 
your minds and may your convention be a pleasant and 
profitable one. 

“Once more, on behalf of the Chicago Chapter, as 
well as of the banking fraternity of Chicago, I tender 
you a hearty welcome to our city.” 


Response of the Institute 


President McWilliam, on behalf of the delegates, 
responded to Mr. Forgan’s welcome as follows: 

“Mr. Forgan and members of Chicago Chapter: On 
behalf of the representatives of the chapters of the 
Institute who are here today, I heartily thank you for 
the cordial greeting which you have accorded us. In view 
of the fact that we virtually forced our company upon 
you, I assure you that we are overwhelmed by your hos- 
pitality. 
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“We are, indeed, glad to be with you here, but at 
the same time we must confess that it was with a con- 
siderable degree of reluctance that we were obliged to 
postpone our acceptance of Denver’s hospitality. This 
decision was forced by banking conditions, as we found 
them, in all parts of the country. We must remember 
that the Institute is rather unique among those organiza- 
tions which usually hold annual conventions, in that our 
members come almost entirely from among those who exe- 
cute the policies of our financial institutions rather than 
from among those who formulate those policies. In view 
of the conditions as we found them throughout the coun- 
try, therefore, it was found that only a very'small per- 
centage of our membership could properly leave their 
desks at this time; therefore it was decided to hold a 
one-day session here in Chicago, as being most 
accessible to the largest number of our delegates, sug- 
gesting that each chapter be represented by the smallest 
possible representation, and request Denver to postpone— 
or, rather, to keep its invitation open until such time as a 
much larger number of our delegates might visit that 
beautiful city. This, Denver courteously agreed to do, in 
spite of the fact that they had already made very large 
preparations for our entertainment there, but I am sure 
that all of you join with me in the hope that another 
year we may meet in Denver and hold there a ‘Peace 
with Victory’ celebration. (Applause.) But you of 
Chicago may take some pride in the fact that probably 
this is the most unique convention which the American 
Institute of Banking will ever hold. I would not have 
been human had I not looked forward with considerable 
pride and anticipation to the honor of presiding at pos- 
sibly the largest convention in the history of our organiza- 
tion in Denver, but, if possible, I am even more proud 
to preside at this little convention here, which must 
accomplish so much in one day in order that all of us 
may go back to our places and do what we can, either as 
soldiers or civilians, to make the world safe for democ- 
racy. (Applause.) And, gentlemen, we must do it now. 
That hellishness which was first evidenced in the sinking 
of the Lusitania, and more recently by the placing of 
he!pless men upon the top of a submarine, which then sub- 
merged, and by the murder of little children at school, by 
the outraging of gentle women, by the attacks upon hos- 
pitals and hospital ships—must be so crushed that it will 
never again make its appearance after this war. (Ap- 
plause.) And, gentlemen, while the boys are marching 
to get a grip on this monster, we who are left behind 
must do our full duty that they may be properly equipped 
and have a fighting chance. (Applause.) 

“Mr. Forgan, we are indeed glad to be with you to- 
day. We appreciate all that Chicago has done to facili- 
tate our work of this day, and I am sure that each and 
every one of us will go from here filled with a new 
enthusiasm for the work of the Institute after having 
been in personal contact with Chicago Chapter.” 


Amendments to By-Laws. 


The following amendments to the Institute By-Laws 
were presented to the Convention: 

“Resolved, That section 4 of the Institute by-laws, 
reading as follows, be and hereby is repealed: 

“4. Members of the Institute shall consist of duly 


authorized chapters whose individual members shall sub- 
scribe for the official publication of the Institute through 


their respective chapter treasurers at the rate of seventy- 
five cents a year, payable in monthly instalments. Duly 
enrolled students and graduates of the Institute outside 
the confines and suburbs of chapter cities and not mem- 
bers of any city chapter shall constitute the Correspon- 
dence Chapter. 

“Resolved, That in substitution for section 4 thus 
repealed, the following sections be and hereby are 
enacted: 


“4. Members of the Institute shall consist of duly 
authorized chapters organized and conducted in suitable 
cities or in suitable states. City and state chapters thus 
constituted shall pay to the Institute annual dues of 
twenty-five cents for each of their chapter members, such 
annual dues to be paid in quarterly instalments in ad- 
vance. 


“5. Duly enrolled students and graduates of the Insti- 
tute outside of the respective territories of city and state 
chapters, and not members of any city or state chapter, 
shall constitute the Correspondence Chapter. The Cor- 
respondence Chapter shall pay to the Institute annual 
dues of twenty-five cents for each Correspondence Chapter 
student hereafter enrolled in the Institute standard study 
course. 


“6. Individual members of chapters may subscribe: 
personally for the JOURNAL-BULLETIN at the special rate 
of one dollar a year, payable in advance direct to the 
American Bankers Association. 

“Resolved, That subsequent sections of the Institute 
by-laws be re-numbered in proper succession to the num- 
bers of the foregoing amendments.” 

The Executive Council made the following report to 
the Convention on the proposed amendments: 


“The Executive Council is in favor of adopting pro- 
posed sections four and five; in its judgment, it is inad- 
visable to write into the By-Laws proposed section six and 
it is recommended that proposed section six be eliminated 
as unnecessary. The Council further recommends that 
the questions involved in proposed section six be referred 
to a committee, to be appointed by the incoming presMent, 
to confer with the American Bankers Association at its 
Atlantic City Convention with power to act.” 

On motion, duly seconded and unanimously carried, 
the amendments, as recommended by the Executive Coun- 
cil, were adopted ‘by the convention. 


Committee on Credentials 


The following Committee on Credentials was appoint- 
ed by President McWilliam: 

Frank B. Devereux, National Savings & Trust Co., 
Washington, D. C. 

George S. Stirling, First National Bank, New Haven, 
Conn. 

W. W. Clayton, Birmingham Trust & Savings Bank, 
Birmingham, Ala. 


Institute Committee Reports 


Reports were submitted to the convention by the 
Committees on Publicity, Public Affairs, Membership, 
Military Training and Public Speaking and Debate. 
Copies of these reports were distributed to the delegates. 


Institute Conference 


Instead of the usual presidents’ conference, an in- 
formal discussion of the following subjects took place dur- 
ing the morning session: 


(a) The Institute and Government Loans. 
(b) Post-Graduate Work. 
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(c) Institute Education during the War. 
(d) Forums and War Topics. 

(e) University Alliances. 

(f) Women in Banks. 


Election of Officers 


Before the convention proceeded to elect officers for 
the ensuing year, it was decided that nominating speeches 
should not exceed five minutes and seconding speeches 
three minutes. The following officers were elected: 

President, R. S. Hecht, vice-president of the Hibernia 
Bank and Trust Co., New Orleans, La. 

Vice-President, J. C. Thomson, auditor of the North- 
western National Bank, Minneapolis, Minn. 

Members of Executive Council for three years—Clar- 
ence A. Rathbone, Norwood Trust Co., Norwood, Mass., 
Wilfred A. Roper, Bank of Commerce & Trusts, Rich- 
mond, Va., Joseph A. Seaborg, Mercantile Bank of the 
Americas, New York City, N. Y., and Frank J. Maurice, 
Peoples State Bank, Detroit, Mich. 


Report of the Committee on Resolutions 


The Committee on Resolutions, consisting of John S. 
Curran, Humboldt Savings Bank, San Francisco, Cal.; 
Gardner B. Perry, National Commercial Bank, Albany, 
N. Y., and William H. Potts, Commerce Trust Company, 
Kansas City, Mo., submitted the following report, which 
was unanimously adopted: 


The Committee on Resolutions for the Fifteenth 
Annual Convention, A. I. B., held September 12, 1917, at 
the Hotel La Salle, Chicago, IIl., submit the following 
resolution for your approval: 

Whereas, Our country is now engaged in the greatest 
war of mankind for the advancement and continuation 
of democracy and is today confronted with every condi- 
tion, financial, political and economical far beyond any 
former conception, which demands the supreme effort and 
co-operation of every man in our nation; therefore, be it 

Resolved; That this Institute devote itself more earn- 
estly to the work of our nation, that this nation may 
take her place in advancing civilization throughout the 
world and bring the war to a successful termination. 

Whereas, In the prosecution of this war, our country 
finds a need for vast sums of money to properly equip and 
prepare her army and navy and to lend financial assist- 
ance to her Allies, it becomes necessary from time to 
time to raise this money by large government bond issues, 
which must be subscribed to by our people; therefore, be it 

Resolved, That this Institute and all its members 
shall lend all possible efforts to help the government in 


disposing of these loans by joining forces with the Fed. 
eral reserve banks of their district. 

Whereas, We are confronted today by the shortage c; 
man power in the various banking institutions throughout 
the country caused by the patriotic enlistment of so many 
of our fellow bank men which throws a burden of carry- 
ing on the work upon the shoulders of those who are 
obliged to remain behind, therefore be it 

Resolved, That we pledge ourselves to aid and increase 
our efforts that there may be no disturbances in the 
efficiency of our institutions. 

Whereas, We realize fully at this time the national 
need for men thoroughly prepared in all lines and as the 
financial side of this issue demands exceptional thought 
and study, therefore be it 

Resolved, That the chapters of the A. I. B. shall 
devote themselves most earnestly to the study courses 
already prepared and any additional work that will tend 
to greater efficiency during these strenuous times. 

Whereas, Our annual convention is conspicuous by 
the absence of our much-beloved educational director, 
Uncle George E. Allen, who is confined to his home by a 
severe illness, therefore be it 

Resolved, That we express to him our sincere regret 
at his inability to be with us and our earnest wishes for 
a very speedy recovery. 

Whereas, The fifteenth annual convention of the 
A. I. B. which was scheduled this year for Denver, Colo- 
rado, but owing to existing conditions was transferred to 
Chicago and limited to a one-day business session is now 
brought to a very successful. conclusion, therefore be it 

Resolved, That Denver Chapter be thanked for their 
kind invitation to hold the convention in their city and 
also for their preparations for our entertainment. 

Resolved, That we express our sincere appreciation 
of the hospitality of Chicago Chapter in taking care of 
this convention on such short notice and for their cordial 
reception to us, and especially to the ladies of Chicago 
who always lend a welcoming hand, do we express our 
thanks. 

Next Convention in Denver 


Seaver Daley, in behalf of Denver Chapter, announced 
to the convention that Denver’s invitation still stands, and 
that Denver Chapter and Denver people are anxious to 
redeem all the pledges made last year when the invita- 
tion was originally extended. 

President McWilliam stated that the acceptance of 
Denver’s hospitality had merely been postponed and that 
no other place than Denver would be considered for the 
next regular convention. This announcement was received 
with great enthusiasm. 


REPORT OF THE INSTITUTE MEMBERSHIP COMMITTEE 


“As Chairman, I wrote to each member of the Com- 
mittee, asking for suggestions, after which chapters in 
their respective territories were designated to them to 
write to. The members of the Committee all responded, 
and from replies received would say that progress was 
made and undoubtedly some good results will come from 
the individual efforts of the Committee. The general 
trend of the correspondence from the different parts of 


the country seems to be that the men in the banking insti- 
tutions were so busy with their regular banking affairs, 
and with the additional strenuous campaign for the 
Liberty Loan that they were prevented from participating 
as much as usual in Institute affairs. 

“As requested, figures and dates in regard to the work 
of the Committee have been dispensed with in this report. 

“HuGu T. OWEN, Chairman.” 
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HE American Eagle is not an altogether lovable bird. 
nightingale; it sings no sweet songs of sentiment. 
it never struts nor spreads its tail. 

for peace wherever peace is possible. 
higher, fly straighter, fly stronger and fly longer than any other bird in 
And when its cold and calculating eyes look through the 
souls of men and the diplomacy of nations, when its fierce beak and 
ugly claws become set in righteous determination, and when it begins 
to flap its majestic wings—then let all buzzards, wolves and reptiles 
BEWARE—for the American Eagle means business. 


the world! 


*Read by Bruce Baird, president Chicago Chapter, at dinner tendered to delegates to American 
Institute of Banking Convention, Chicago, September 12. 


account of illness. 


The American Eagle 


By GEORGE E. ALLEN* 
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It is no 
It is no peacock; 

It is no dove, although it stands 
But the American Eagle can fly 


Mr. Allen was unable to be present on 


President McWilliam Surveys Institute Work 


E. G. McWilliam, Guaranty Trust Company of New York 


“T desire to render that account of the past year’s 
work which you expect of me. 

“Personally, I have accomplished so little of all that I 
had hoped to do for the Institute this year that I feel I 
have not been much of a success as a President, and subse- 
quent events have also rather placed me in the position of 
having been given this great honor more or less under 
false pretenses. Elected as a representative of the Pacific 
Coast, I had hoped to do much toward broadening our 
work in the West and Northwest, and when quite unex- 
pectedly I was called to New York it seemed as though I 
had in a sense deserted my friends out there. However, 
I believe that they feel with me that one’s first duty is 
toward those dependent upon him and will not judge me 
too harshly. I shall always cherish the friendships made 
on the other coast and am particularly proud that in San 
Francisco we now have one of the largest chapters in the 
Institute, and that this year Los Angeles produced 101 
graduates, the largest number ever produced at one time 
by'any chapter. 

Institute Progress 


“It is a great pleasure for me to be able to report to 
you, however, that like each of its predecessors, this has 


been the best year in the history of the Institute judged 
from every angle. At its beginning we laid especial 
emphasis upon the need of producing graduates, as being 
the only tangible evidence of the results of our work, and 
we may all take pride in the fact that this year we have 
produced 522 graduates against 1,968 for all preceding 
years. Our membership shows a gain for the year of 
3,947, making at the present time a total of 22,043. Dur- 
ing the year nine new chapters were organized, namely, 
at Fresno, Calif., Lancaster, Pa., Mobile, Ala., Panama, 
Canal Zone, Sioux City, Iowa, Stockton, Calif., Tacoma, 
Wash., Tulsa, Okla., and Worcester, Mass., nine in number. 
No chapters were discontinued, the total number of chap- 
ters at the present time being, therefore, seventy-eight. 
Our finances, too, are in good condition. 


Financial Statement 


The following is a statement of Institute receipts and 
expenditures covering the fiscal year from August 31, 
1916, to August 31, 1917, inclusive, classified in accord- 
ance with the directions of the Institute Executive 
Council: 


PEIN 
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RECEIPTS 


BALANCE ON HAND AuGusT 31, 1916.... 


JOURNAL-BULLETIN SUBSCRIPTIONS 

This item represents subscriptions received 
from chapters at seventy-five cents a year from 
which payment for such subscriptions is made to 
the American Bankers Association at the rate of 
fifty cents a year. 

INSTITUTE STUDY COURSE 

This item represents revenues from chap- 
ters for text-books and final examinations. 
ASSOCIATE MEMBERSHIP DUES (A. B.A). 

This item represents payments from "the 
American Bankers Association to the Institute 
upon the basis of seventy-five cents a year for 
each Association member. 

MISCELLANEOUS 

This item includes per capita tax on chap- 
ters for convention purposes and minor receipts 
not otherwise classified. 


. $5,906.14 
14,872.84 


12,522.67 


12,467.00 


1,498.66 


$47,267.31 


EXPENDITURES 


CONVENTION AND ADMINISTRATION 

This item covers (1) convention expenses 
paid by the Institute; (2) expenses of the Insti- 
tute Executive Council in attendance at the an- 
nual meeting; (3) expenses incurred by Institute 
officers during the fiscal year as distinguished 
from expenses connected with the office of the 
Educational Director. 

SALARIES AND AUTHORSHIP 

This item includes (1) fixed salaries of the 
general office of the Institute; (2) authorship 
work on text-books. 

JOURNAL-BULLETIN AND OTHER PRINTING. 

This item includes (1) payments to the 
American Bankers Association for Journal- 
Bulletins; (2) printing and binding text-books; 
(3) stationery and circulars. 

TRAVELING EXPENSES OF EDUCATIONAL DIRECTOR 

AND ASSISTANTS 

This item is segregated from expenses in- 
curred by Institute officers. 

MISCELLANEOUS 

This item 
telegrams and 
classified. 


$3,241.49 


12,299.09 


16,696.67 


1,467.56 


3,903.20 
includes postage, expressage, 
minor expenses not otherwise 


$37,608.01 

SUMMARY 
TOTAL EXPENDITURES. 37,608.01 


BALANCE AUGUST 31, 1917 $9,659.30 


Activities of Executive Council 


“While this gratifying result is due to the energetic 
and efficient management of each chapter, it is also due 
in large measure to the very effective work of the mem- 
bers of our Executive Council. Feeling that the Council 
should take an active part in the management of the 
Institute, at the beginning of the year the chapters were 
divided as near°as possible according to Federal reserve 
districts and each district placed under direction of a 
member of the Council, who rendered monthly reports as 
to the work in his district. Almost immediately results 
became apparent and many chapters received a new im- 
petus from the visits and counsel of the Councilmen in 
charge of their respective districts. Another factor in 
this year’s successes is the alliances with State Associa- 
tions, through which the membership of the Correspon- 
dence Chapter has been largely increased. 


“During the year I have been enabled to visit but 
twenty chapter cities, located principally in the South and 
West, but the members of the Executive Council haye 
preserved that personal contact so necessary to successfyl 
co-operation, and I am sure if you could see what some 
of our chapters are accomplishing under the most adverse 
circumstances, you would all go home more thankful for 
whatever aid you are receiving from your local bankers, 


Journal-Bulletin 


“In the early part of May I returned from an extended 
southern trip in time to represent the Institute at the 
spring meeting of the Executive Council of the American 
Bankers Association, and there rendered a report of our 
activities. At this meeting A. D. Welton, manager De- 
partment of Public Relations, American Bankers Asso- 
ciation, and editor of the JOURNAL-BULLETIN, rendered a 
report showing that the cost of producing the JourNaAL- 
BULLETIN is increasing, ascribing the increased cost largely 
to increased membership in the Institute, which receives 
the JOURNAL-BULLETIN at a greatly reduced rate. In 
course of his report Mr. Welton took occasion to say, 
‘Under the existing condition the American Bankers 
Association has unwittingly made an appropriation for 
the Institute of some thousands of dollars a year. I think 
it is entirely proper that the American Bankers Asso- 
ciation should do this, but it should be done directly and 
with full knowledge, not unconsciously and by indirec- 
tion.’ As the Institute desires always to be a help 
rather than a hindrance to the parent Association, an 
amendment to our by-laws will be offered at this conven- 
tion with a view to remedying the condition reported by 
Mr. Welton and removing the Institute from the embar- 
rassing position in which it has been placed. 


Institute Committees 


“The reports of our various committees exhibit their 
activities. While each has contributed to our most suc- 
cessful year, probably none has done more to establish 
the Institute as a practical force throughout our country 
than the Committee on Public Affairs, under the direction 
of Vice-President Proctor, with Mr. Harrison as secre- 
tary. Through its work in connection with floating the 
Liberty Loan this committee performed a service which 
will justify the existence of the American Institute of 
Banking for all time to come. 


Liberty Loan 


“The Institute’s part in assisting in the flotation of the 
next Liberty Loan will undoubtedly be so important that 
it has been deemed wise to dignify this work by the 
appointment of a special committee composed of the presi- 
dents of all chapters and of which the president is chair- 
man. Already meetings have been held by the officers 
of Federal Reserve Banks and chapter men in various 
cities, and the Institute is placing itself entirely at the 
disposal of the government in order that there may be n° 
lost efficiency through duplication of effort. 


Board of Regents 


“It was with keen regret that the resignation of 
Harold J. Dreher as a member of the Board of Regents 
was received. Mr. Dreher, not merely as a member of 
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the Board but also as president, chairman of the Com- 
mittee on Military Training and in many other- ways, has 
rendered valuable service to the Institute, and l-am 
sure that the best wishes of every member go with him in 
his work in Russia. The vacancy in the Board caused by 
Mr. Dreher’s resignation will be filled by the new Execu- 
tive Council. 

“The Board of Regents met in New York last March 
and recommended that the books on ‘Elementary Bank- 
ing’ and ‘Business English’ be revised and discussed the 
post-graduate work for next year. In the opinion of the 
Board the post-graduate work of the Institute during the 
coming year, outside of the consideration of current war 
topics should be centered upon the systematic study of 
the subject of economics. As a text-book for such study 
the Board of Regents has selected Ely and Wicker’s ‘Ele- 
mentary Principles of Economics.’ The book contains 
suitable questions for chapter class quizzes and two appen- 
dices of practical utility. The first appendix gives a list 
of subjects for theses, discussions and debates. The sec- 
ond appendix outlines courses of collateral reading for 
the benefit of students who wish to study the subject of 
economics in a more extensive way than the text-book 
itself provides. 


Standard Study Course 


“It has come to my attention that there is a tendency 
in some chapters to vary the conditions upon which Insti- 
tute certificates are awarded either by raising or lowering 
the standard. The Institute standard course of study— 
consisting of text-books and collateral examinations cover- 
ing the subjects of ‘Banks and Banking,’ ‘Loans ané In- 
vestments,’ ‘Commercial Law’ and ‘Negotiable Instru- 
ments’—should ever be recognized as the foundation of 
all Institute work, but during the continuance of the war 
it may be necessary to conduct fewer regular classes than 
in normal times and under normal conditions. This 
course was designed to accomplish certain things by a 
Board which includes two of the best-known educators in 
the United States. There can be no possible objection 
to chapters giving their members advanced work in addi- 
tion to the regular course, but in all fairness the certifi- 
cate should be awarded under the same conditions in all 
chapters. 


Associate Degree 


“In this connection I regret to report that none of the 
theses submitted .by this year’s candidates for the asso- 
ciate class have been deemed worthy of that honor by the 
Board of Regents. To be known as an Associate of the 
American Institute of Banking is the highest honor ob- 
tainable within the Institute. To attain that honor one 
must have taken the Post-Graduate work -and submitted 
a thesis upon a subject selected from among several sug- 
gested by the Board of Regents, which thesis must indi- 
cate a knowledge of the subject selected that in the 
opinion of the Board entitles the writer to be known as 
an associate. While it is a matter for regret that we can 
rcoort no associates this year, it is better so than that 
the standard should be lowered, and it is to be hoped 
that many of those who have failed will try again and 
eventually win the coveted honor. 
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National Bank Scholarship 


“This year the National City Bank of New York very 
generously offered two scholarships to the Institute in- 
stead of one, and the same were awarded to Elmer B. 
Bradbury and J. Brack McCarter, both of the Commercial 
National Bank of Kansas City, Kan. The committee 
making the awards was composed of F. C. Schwedtman, 
vice-president of the National City Bank, your Educational 
Director and your President. Chapter presidents were 
invited to make suggestions and from among the large 
number of men making application three were invited to 
meet the committee in New York and the selections were 
then made. 


Other Matters of Interest 


“The coming year will present many new and prac- 
tical problems in chapter management. I would therefore 
respectfully suggest that chapters do not attempt too much 
this year, and trust that the matter of placing the ad- 
vantages of the Institute within the reach of women will 
receive special attention. 

“The report would not be complete without making 
public acknowledgment of that loyal service and co-opera- 
tion which has been rendered by Mr. Allen, Mr. Hill, Mr. 
Harrison and Miss Jackson in our executive office. It has 
been a delight to work with Mr. Allen, and Mr. Hill, 
coming to us last year from a position of responsibility, 
has rendered most efficient and energetic service, as has 
also Mr. Harrison in all that he has been called upon to 
do. Miss Jackson has also proven herself a worthy suc- 
cessor to that sister who left us last year via matrimony, 
and I heartily thank them all for their hearty co-operation. 
However, speaking entirely from a practical standpoint, 
if the Executive Council is to continue its activities of 
last year it would seem that there are hardly enough 
duties to warrant the employment of two assistants to 
the Educational Director in the future. I desire also to 
present for your consideration the desirability of another 
year establishing the precedent of electing our vice- 
presidents to the presidency. On several occasions a can- 
didate for the vice-presidency has been found only at the 
last minute and after earnest solicitation. By selecting 
the man for vice-president whom you desire for president 
you give him an opportunity to gain some experience in 
Institute management before he assumes the presidency, 
and I am sure both the man and the Institute would gain 
in efficiency by such an arrangement, which is customary 
in the American Bankers Association and each of its 
other sections. 

“And so another milestone in Institute history has 
been passed, and during its passing I have been especially 
impressed with the vast amount of good our organization 
is accomplishing in a collateral way, as, for instance, in 
the Liberty Loan, Thrift campaigns, etc. But to me the 
finest thing the Institute is doing lies in the giving of 
renewed courage and a new hope to thousands of young 
men who through environment have become discouraged 
and to whom the Institute is bringing a broader vision 
and the doctrine that no man is a failure until he » ‘mits 
it. 

“Let us therefore press onward in the knowledge that 
we are engaged in a work which is worthy of the best 
each of us can give to it, and may each year in the future 
as in the past register higher planes of achievement.” 
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Address of E. D. Hulbert, President The Mer- 
chants Loan and Trust Company, Chicago, 
delivered at the dinner tendered by Chicago 
Chapter to the delegates to the Fifteenth 
Annual Convention of the American Institute 
of Banking, September 12, 1917: 


“TI feel lost here tonight without George Allen. Your 
president has referred to some of the vicissitudes of the 
early days of the Institute in which I took some part. 
George Allen was intimately associated with everything 
that was done for the advancement of the chapters at 
that time. I deeply regret that illness is keeping him 
away from here, and I know he regrets it as much as we 
do. I am sure you will all join me in wishing him speedy 
recovery and a long life. I do not know how the American 
Institute of Banking could get along without him. 

“Your president referred to the fact that somebody 
or other had helped to change this Institute at one time 
from an autocracy to a democracy:* If anybody thinks 
that there was any autocracy that could control this 
Institute, he is very much mistaken. The early experiences 
we had remind me somewhat of the story of the old man 
who undertook to lead the bull calf. In order to be sure 
that the calf would not get away, he tied the calf to his 
waist, and, after they picked him out of the dirt, he said— 
‘That calf hadn’t taken two jumps before I saw my mis- 
take.’ About all I did was to hold the calf, while Allen 
untied the rope. The last meeting of the Association which 
I had the pleasure of attending was at Providence, R. L, 
when we finally untied the rope, and the calf has been 
getting along very well since. It was the old story of the 
conflict between youth and age, and that conflict always 
ends in one way. A great many years ago they had a 
convention down in the state of Arkansas to nominate a 
governor. There were two candidates, one an old man and 
one a young man. They had a deadlock, neither one of 
them could get votes enough to obtain the nomination. 
Finally the old man went to the young man and said: 
‘It has been the ambition of my life to be Governor of 
Arkansas. This is probably my last opportunity. You are 
a young man and can wait.’ The young fellow said, ‘Yes, 
I am a young man and I can wait, but can the great State 
of Arkansas wait?’ That is the spirit that we have found 
in this organization. We couldn’t hold it down. Gentle- 
men, we have fallen upon times when the old men are not 
asking the young men to wait. The old men are not urg- 
ing the young men to wait while they go to the trenches 
to fight the battles, but there are certain things which 
we who stay at home can do, and must do, and that is what 
I want to talk to you about for a few minutes tonight. 

“Mr. Vanderlip of New York said, a short time ago, 
that it is nonsense to talk about ‘business as usual,’ for 
our business now is war, and every man, woman and child 
has a part to play in that. If this war is lost, it will be 
lost by those who stay at home, not by those who go to 
the front. For some strange reason there seems to be a 
lot of people in the country who think that, notwithstanding 
Congress has declared war, they are at liberty to criticize 
and interfere and not follow the flag. It seems to me that 


*Mr. Hulbert was introduced as the man who changed the 
Institute from an autocracy to a democracy. 
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and. the War 


comes from an entire misconception of what a free govern. 
ment is. Before Congress has taken action, the freest 
discussion is, of course, necessary. The fullest oppor. 
tunity should be given to the opposition to present its 
views, but when Congress has once acted, especially in 
such a grave matter as this, if we are to have a lot of 
people in the country who are going to follow their own 
inclinations, disagree with what has been done, then we 
will have no government at all. Such an arrangement as 
that results in conditions as they are in Russia today. The 
most nonsensical thing, it seems to me, that there is in con- 
nection with this war is the notion that people can call 
themselves by some high-sounding name and do things 
which, if they were done by an ordinary citizen, would 
probably send him to jail. If people call themselves 
I. W. W., conscientious objectors, or pacifists or intel- 
lectuals, or social democrats, they seem to think they can 
do about as they please. Gentlemen, there is no decent 
American citizen who is not a conscientious objector to 
war; he abhors it in every fiber of his being. That is the 
reason so many are enlisting. No man who is an honest, 
conscientious objector to war can fail to want to fight the 
one country in the civilized world that makes war its 
principal business. Why, Colonel Ryan has several thou- 
sand conscientious objectors at Fort Sheridan, and he is 
teaching them how to put a punch into their objections. 
The I. W. W. I have some respect for. They do not pre- 
tend to be what they are not. Pacifists—I do not know 
what they are. Some of them are out-and-out traitors; 
others seem to have defective compasses that point no- 
where. Our chief of police of Chicago says they are 
mental light weights. Perhaps they are. The intellectuals 
are people who dwell in some sort of rarified atmosphere, 
mostly disciples of Oscar Wilde. But, gentlemen, these are 
all superficials. A man’s religion, his politics, personal 
habits, his ideas of social democracy, they are superficial 
things, and down deep under all that is the man himself. 
It is the thing that we call character. You know charac- 
ter is what a man is. Reputation is what other people 
think he is—and war is the acid test of character. It is 
about the only way sometimes that we can tell gold from 
a yellow streak. It is the only way we can tell whether a 
man’s compass is right, because if it is, in a time like this, 
he wheels into line and heads north, because he cannot 
help himself. It comes down to the perfectly simple propo- 
sition that when we are confronted by an enemy we are 
all going to stand together. That is all there is to it. It 
does not make any difference what our religion or politics 
or social ideas may be. 

“Down in New England where I came from they used 
to tell a story about an old Quaker. This was in colonial 
days before the revolution. He did not believe in war and 
they were organizing an expedition against the Indians. 
He tried to persuade against it. He said it was wrong to 
fight. Besides it could not do any good—it could not 
change anything, because, he argued, God had foreordained 
everything and nothing they could do would change it. 
But they went on with their preparations and when the 
little expedition started, the old Quaker came out and 
joined them. His neighbors guyed him. ‘Well,’ he said, 
‘I thought I would go along.’ They said, ‘What are you 
going to do with that gun? You are not going to die 
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until your time comes.’ ‘No,’ he replied, ‘I am not going to 
die until my time comes, but I may see an Indian whose 
time has come.’ 

“Down in Mississippi, before the civil war, there was 
a man named John Marshall who used to make speeches 
against secession and in favor of the abolition of slavery. 
He made himself so obnoxious that they drove him out of 
the south. He came to Wisconsin and Minnesota and made 
the same speeches and became very popular, but when 
Sumter was fired on, he jumped on a river boat, and when 
he was asked where he was going, he said, ‘I am going 
home to fight with my tribe.’ His compass was all right. 
Mr. Bryan has been the foremost pacifist in this country, 
doing his utmost on the platform and in the cabinet as 
secretary of state to advance his views, but when war was 
declared, Mr. Bryan said, ‘The debate is closed.’ It seems 
to me that is a pretty good saying. People who insist 
upon keeping on talking after the debate is closed become 
public nuisances and should be suppressed. 

“Gentlemen, this war is going to have its compensa- 
tions. The world will never be the same again. It won’t 
be alone that monarchy by divine right is going to be 
eliminated. It won’t be alone that murderers and robbers 
in high places can no longer claim that what they are 
doing they are doing by special favor of God, but I believe 
we are going to have a very wide readjustment of human 
relations. There must be more human brotherhood in 
the world after this war than there has ever been before. 
We are going to have a better understanding with each 
other, a better appreciation of the view-point of the under- 
dog, and I feel very strongly that this Institute has a 
great work to perform along this line. In some peculiar 
respects, it is our job. For some strange reason, the 
banker is held up as being the particular enemy of the 
poor and unfortunate. A story is told of a socialist who 
got a job in a bank because, he said, ‘One socialist in the 
world ought to get a close view of the enemy.’ Now, I 


Institute Work for 


Chicago Convention Conference Elicits Inter- 
esting Ideas and Experiences 


HE Liberty Loan was the chief topic discussed at 
T the Chicago Convention conference. The Past 
President of the Institute, Robert H. Bean, of the 

Casco Mercantile Trust Company of Portland, Me., was 
requested by President McWilliam to open the discussion. 
MR. BEAN: “I have only one thought about the Lib- 
erty Loan, so far as it applies to the Institute and its mem- 
bership, and what can be done by the Institute members. 
During the first Liberty Loan—I presume that is the idea, 
to consider the Liberty Loan particularly—there was on 
the part of the Government, as well as on the part of the 
banks and Bankers Associations, a great deal of confusion. 
Everybody wanted to be ‘boss,’ and everybody apparently 
was a greater or less ‘boss.’ The undertaking was put 
over successfully, and all of the ‘bosses’ received their 
praise, from President Wilson down through Secretary 
McAdoo to the Federal Reserve Governors and their local 
committees. Such a thing can not be undertaken with any 
such degree of uncertainty in the air a second time, and 
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feel very strongly, and I have for years, that it is one of 
the greatest duties of this Institute to explode that fallacy 
—get these people’s point of view—find out what they are 
driving at and meet it squarely. Years ago I used to 
talk this whenever I had a chance with the chapter. I 
organized an expedition composed of some of our boys to 
go over to the Chicago commons on the west side and talk 
to the laboring men, who probably had a different point 
of view. They went over and Ralph Wilson made a 
splendid speech, and then we asked them to come over 
here and tell their views, but they did not come. Then I 
went to Milwaukee and suggested to the boys there that 
they were in a hotbed of socialism and that Milwaukee 
Chapter could do similar work. The result was they held 
a meeting with the Milwaukee socialists. The Institute 
boys had their hides taken off and they never went back. 
We stopped there, but I want you to take back to your 
chapters the personal message from me that the Institute 
has a great spiritual work to perform at this time. There 
is no other organized body of men in the world that stands 
as you do, in close contact with the great forces of wealth 
on the one hand and the great forces of struggling 
humanity on the other. It will be for you to discover the 
misunderstandings of both and to correct them. I believe 
when you come to study this question you- will find that 
what the great mass of people are struggling for is not 
so much wealth as it is self-respect—to get a position 
where they can hold up their heads with their neighbors. 
If this is true, it is your province to admonish the rich 
to respect the poor and the poor to have charity for the 
rich. It is your province to say to the rich, ‘Do not muzzle 
the ox that treads the corn or do anything else that will 
make him ashamed.’ It is your province to say to the poor, 
‘Do not cherish in your heart envy and hatred, or violence 
and brutality, because by such means no nation or no man 
ever did or ever will gain a place in the sun.” Thank you.” 
(Applause.) 


the Liberty Loan 


whatever is done when this second loan comes before us 
must be done through a thorough organization, plans care- 
fully worked out, placed in the hands of competent com- 
mittees, and with a single head, or, what we suspect -will 
have that effect, twelve district heads, namely, the 
governors of the twelve Federal reserve banks. It was 
a matter of great interest and later of pride to those 
men who are in the Institute to realize that a very large 
part of our membership was involved in the work of 
putting this first loan over. A very much larger number 
will be at work on the second loan, and it is our duty, not 
only to ourselves as American citizens but to the Govern- 
ment, to put to use the knowledge which we have secured 
in handling such affairs, and to give, without any question 
of reward, of our time and our labor wherever it is 
demanded. I believe that the 22,000 members of the In- 
stitute will all have an opportunity to be in and have a 
share of placing the work of this next loan. And my only 
thought is this, that whatever is done by the Institute, 
whatever is done by the American Bankers Association, 
should be merely as seconding and assisting and co-operat- 
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ing with the twelve Federal reserve banks, and, through 
them, the Reserve Board in Washington. It is no time to 
seek personal glory; it is no time for us to seek to achieve 
a result that is outside of the plan of the Government in 
placing this loan. The Reserve Board will put certain 
plans into the Federal reserve banks, and they in turn 
will organize state and district committees, and I believe 
that our work will lie with those state and district com- 
mittees in our cities and towns, and we will do what they 
suggest we do, without question and without any idea of 
organizing for our own districts an independent or separate 
organization. There must be a head, delegating power to 
understudies or lieutenants, and from them down to the 
individual workers in cities and towns, such men as are 
represented here, such men as we have through our 
organization. Something has been said about the Asso- 
ciation organizing a campaign committee; that committee 
will have its work, but to my mind, Mr. President and 
members, that committee should work wholly under the 
direction of the Federal reserve banks, putting themselves 
absolutely in their power, and saying to them: ‘We are 
equipped to do a certain amount of work; give us the 
work that ycu want us to do and we will put it across.’ 
When this is all over, when the war is over and these loans 
have been placed for the benefit of the Government, the 
Institute will get a far greater degree of glory than if we 
attempt to set up any organization of our own, in our 
organization, and work, perhaps not contrary but at least 
not in hearty co-operation with the Federal reserve banks.” 

A. F. MAXWELL (New York): It might be of inter- 
est to know what we attempted to do down in New York in 
this matter. We are very heartily in accord with what 
Mr. Bean has just said. Mr. Allen, as you will all know, 
came to us with the suggestion that he had of organizing 
this work in accordance with any plan that the Govern- 
ment might adopt, so we called a meeting, a general meet- 
ing of the board of governors and board of consuls, and 
there were such men as Mr. Ellsworth, Mr. Kies, Mr. 
Emerson, and men who have been active in the work. We 
decided to appoint a committee, consisting of members 
of the board of governors and our board of consuls, and 
in that committee an organization committee was named, 
and out of that committee we selected Fred Ellsworth as 
our chairman, and Mr. Harrison, who will be in touch with 
the Liberty Loan Committee of New York, having desk 
room there and working in absolute harmony with them. 

Our plan is that we will have the work of the Liberty 
Loan Committee—the Federal reserve bank—dissemi- 
nated through our various chapter channels. We have the 
city divided up, and each district in charge of a consul. 
Our plan is to hold meetings in those respective districts 
under the direction of the consuls; all this is to utilize our 
membership in their service. I doubt if any of us appre- 
ciate the importance of our 22,000 men. Just think to 
yourselves of your own personal acquaintances and per- 
sonal friends, through your school life, your college life, 
your church and your club! If every one of us were to 
take a Liberty Bond and talk the Liberty Loan, it would 
be the greatest thing to help it along. Think of the 22,000 
men! The men are supposed to know what they are talk- 
ing about. We hope the Liberty Loan Committee down 
there will use us as the finger tips, so to speak, on the 
rich people who may not subscribe otherwise.” (Applause.) 

BRUCE BAIRD (Chicago): “I might say that in 
covering this ground Mr. Allen and myself visited the 


Federal reserve bank about three weeks ago. We had a 
pleasant talk with the official in charge, told him the 
object of our visit, and he informed us that he was more 
than pleased to have us call and he would turn over as 
much as possible to the Chicago Chapter. However, at 
that time, and even up to the present time, they were not 
in a position to plan for the second loan. Chicago will 
undoubtedly work in unison to assist in every way possible, 
and I hope that we may have some very good reports.” 
(Applause.) 

VICTOR KLINKER (San Francisco): “San Fran- 
cisco has already appointed a Liberty Loan Committee, and 
has as chairman Frank C. Morgan, who has 100 graduates 
of San Francisco Chapter under him. We offered our 
services to the Federal Reserve Bank, and they gave us 
a part of the field; that was to cover the motion picture 
theaters in the residential districts of San Francisco. 
Our plan was to have the consent of the Liberty Loan 
Committee, have a school of instruction and teach the 
various chapter graduates the line of argument they were 
to make, covering four or five-minute talks. Mr. Lynch, 


the Governor of the Federal Reserve Bank, and the chair- 


man of the Liberty Loan Committee of San Francisco, 
has accepted our offer, and Mr. Morgan is now, during 
this last week, working on that particular line.” 

PRESIDENT McWILLIAM: “I am sure that Mr. 
Bean expressed the idea of all of us upon this subject 
when he suggested that we place the services of the Insti- 
tute entirely at the disposal of the Federal reserve banks 
in the various districts. I am sure that none of us are 
looking for personal glory in this matter; we have a 
much higher motive, and I am sure that the Institute in 
this matter will do all in its power to uphold the hands of 
the Government during the next loan.” 

IF. P. WEBER (Cleveland): “Cleveland went pretty 
far along those lines. Mr. Allen went through Cleveland 
and suggested this same plan, and we called a meeting of 
all the chapter presidents in the Fourth Federal District 
one Saturday night in Cleveland. We adopted a scheme 
we thought would work out, and our part of it was to 
organize. We organized under C. L. Corcoran, and, as 
you all know, Mr. Corcoran furnished 210 men on one 
day’s notice; these 210 men, each and every one of them, 
reported every night at some particular place in the city 
of Cleveland. I think that was appreciated. We are 
now cataloguing, by means of the card system, the avail- 
ability and the adaptability of the various members of 
Cleveland Chapter to work in connection with the Liberty 
Loan in Cleveland, to work as individuals. In other 
words, we are simply furnishing the information. We 
have organized a bureau to furnish information on men 
that are available to work around the city and county. 
We expect to furnish speakers to go into small towns; 
we expect to furnish men to go through the country, in 
automobiles, to sell Liberty Bonds from door to door. I 
think we can do it. We have gotten pretty well along 
with the cards now; the cards are in the hands of the 
various banks. Another thing is to have an address made, 
to take practically an hour’s time in each bank in the 
city of Cleveland. The address is to be made by some 
member of the Central Loan Committee of the city of 
Cleveland; that is to furnish the bank employes with 
information in regard to the selling of Liberty Bonds, a 
talk on what to say, where to use their influence, and so 
on. That meeting will be called some day in each bank, 
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after banking hours, say probably 4 e’clock, and there 
js a little discussion among the bank employes as to how 
to use their influence in connection with the loan.” 
GARDNER B. PERRY (Albany): “I thought it 
might interest you to know what we did in Albany in the 
last Liberty Loan. It is more or less in the same line. 
We act entirely as assistants to the Liberty Lodn Com- 
mittee. That was done, as you all know, in every city, 
under various Federal Reserve District headquarters. We 
had their Federal Loan Committee, and that was sub- 
divided into five committees. Upon the start of the Lib- 
erty Loan we called a meeting of all the Institute mem- 
bers, had them come there and get a card and catalogue 
every man, telling exactly what hours he worked at 
the bank, what he was favorable for—what he was good 
for, and what he would care to do. In that way as we 
worked along in the campaign, each committee needing a 
man would call upon the Institute, and we would supply 
a man for just that position. There are a lot of ways 
to help this work—by making speeches in moving picture 
theaters, also taking the place of crews in the department 


stores, house-to-house canvass work, going to see people 
who have written in to our bank about bonds, and in a 
great many cases people will not come to banks. We 
have gotten out a large card, which each member put 
outside of his house. We have 250 members in Albany, 
Schenectady, Troy and all the connecting cities, and that 
ecard says: ‘LIBERTY LOAN—Information Given Here. 
Can Be Bought At Any Bank,’ and the Institute member 
wrote in his name and had that outside of his house. We 
find that people who live in that neighborhood would know 
that man, or know him by sight, and where they were 
afraid or wouldn’t go to banks, they would drop in and 
see that man, knowing him by name in that way. We 
found that was very beneficial. Aside from that, we had 
the Institute members, when they were through at the 
bank, working for us with all possible speed and efficiency; 
they would come around and do extra work afield—for 
instance, a good many of our banks are open at night, 
and they would give the information out at that time. 
We hope the next Liberty Loan will work more or less 
in that line.” (Applause.) 


American Internationalism 


Address by John J. Arnold, Vice-President, First 
National Bank of Chicago, at American 
Institute of Banking Dinner, Chicago, Sept. 
12, 1917. 


is one which an American audience such as this 

would have had little interest in but a few years 
ago. In fact, the people of the United States prior to this 
war were practically without an international or world 
vision. 

“The history of the United States is known to you: 
its rapid growth and development of resources; the in- 
crease in population has been of such a character that 
we today hardly recognize this nation of ours as we read 


history of a hundred years ago. . 
“We have come to the place where we are recognizec 


as a world power. When a nation comes to the positior 
of a world power she must naturally assume world re- 
sponsibilities. We find it difficult to live up to the advice 
given to the nation by the Father of our Country, that it 
would be wise to keep from foreign or European en- 
tanglements and alliances. Today we stand in a place 
where the consistency of the Monroe Doctrine is en- 
dangered. Not so many years ago that great statesman 
of England, William E. Gladstone, made the statement 
that America occupied a place of ‘Splendid Isolation.’ 
That has all disappeared. And as a student of interna- 
tional economics and world movements, I am one of those 
who believe that this is as it should be. 

“In our new position in the world the question natur- 
ally arises, ‘What shall be the position of the United 
States of America with regard to world relationship?’ I 
for one believe that America is going to show a new way, 
and set up a new standard. I have been thinking a great 
deal as to the causes of this war, and I know that you 
have been talking about it; the newspapers have been 


a es subject which I am to discuss with you tonigh 


writing about it. We call it a commercial war and then 
we call it something else. ‘ 

“TI want to bring this thought to you tonight. I would 
like to emphasize it because I wish to bring it home to 
every American whenever I have an opportunity of pre- 
senting it, ‘Man is a three-fold being.’ He has his 
physical, his mental and his spiritual sides. The European 
nations have been developing the physical and the mental 
at the expense of the spiritual, and the world today is in 
chaos because of sin. My hope and my prayer was from 
the beginning of this war that the United States of 
America might learn the lesson .¢vithout the experience. 
I want to emphasize the spiritual side tonight because of 
the fact that the spiritual mind leads naturally to the 
thought of internationalism. I am an internationalist 
by nature. My father happened to be born in Germany 
of English ancestry. When he was two and a half years 
old his parents took him to Canada, where he has lived 
ever since. My mother was born in the State of Illinois, 
of German and Alsatian-French parentage. I was born 
in Canada. My wife happens to be a Hoosier. Our 
youngsters are Suckers. (Laughter and applause.) Seri- 
ously speaking, I am proud to say, over and above every- 
thing else, I am every inch an American citizen. (Ap- 
plause.) Nevertheless, I am one of the. internationalists 
who in his vision cannot recognize any boundary lines, 
who believes in the Fatherhood of God and in the Broth- 
erhood of Man. Nationalism runs counter to this move- 
ment. Nationalism is the result of racial and tribal 
division, which .eventually resulted in the right to rule 
by inheritance and, in some cases, in the claim to the 
right to rule by Divine authority. Internationalism runs 
counter to nationalism because if we are brothers, then we 
are equals, and if equals, then no man shall have a right 
to rcign or rule over me merely because he happens to 
have been born into a certain family. (Applause.) 

“In this great movement for internationalism there 
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are some tremendous forces at work. From the economic 
standpoint I have called it the weaving of an international 
blanket of finance. To illustrate: In the year 1910, it 
was estimated that national securities were internation- 
ally held to the extent of approximately 40 per cent. 
That is to say, American stocks and bonds and mortgages 
were held by people, residents and citizens of nations 
outside of this country, and foreign securities were held 
in nations other than those in which they were created, 
in all to the extent of approximately 40 per cent. Some 
students of economics were optimistic enough to believe 
that this movement had progressed far enough so that 
the blanket was developed sufficiently to interest all the 
nations to such an extent that in the event that the 
blanket was attacked at any one point the rest of the 
nations would resist such an attack. Others were of the 
opinion that another twenty-five years of development in 
international commerce would bring this weaving of the 
blanket up to a basis of 75 per cent., and that then 
surely it would be strong enough to resist the attacks that 
might come from any one source, but in this development 
there again we met with the movement of nationalism. 
Nations were watching each other with a jealous eye 
because this blanket had a peculiar complexion, a peculiar 
color to it. We find that in 1914 England, for instance, 
had the major portion, holding about sixteen billions of 
investments in foreign countries. Germany, on the other 
hand, was moving ahead with greater momentum from 
year to year, and the two nations eventually clashed, and 
no matter what the war is today, in my opinion this war 
originally was a commercial war. 

“This blanket, as a result of this war, has been tre- 


mendously changed and has been interwoven in a way in 
which it could not otherwise have been for a long time. 
Today the United States of America holds a very large 
place in that blanket, and the question of future move- 
ments of internationalism is dependent largely upon our 
attitude in our relations with the world. 

“But there are other forces that are working for inter- 


nationalism. Take the Young Men’s Christian Asso- 
ciation. They have planted their banner in every army 
camp of Europe. They have raised their tents in the 
training camps and in the prison camps, and know no 
creed, race nor color. The Knights of Columbus are doing 
a similar work. The Red Cross is another great move- 
ment working for internationalism. 

“But I am not only an internationalist. I am also an 
optimist, and I believe that every student of eco- 
nomics must be an optimist. I want to bring to you 
by way of an illustration, the vision, as I see it, with 
regard to the world conditions today. When I was a lad 
I lived for a time in a city where they were building a 
great dam. This city was partly surrounded by moun- 
tains.. This dam was built from one mountain to the 
other. Between these mountains was flowing a stream, 
and I was there on the morning when the water was shut 
off. As we went down on the dry side of the dam, the 
valley had the appearance of death, ruin and devastation 
on every hand, but as we walked back on the other side 
of the dam, we saw accumulating a new and beautiful 
body of water. I was there on the morning when the 
word game that the water was about to come over the 
spillway. And I saw some of that water rushing into the 
turbines; and at night that city was illuminated with a 
new light, and in the daytime the wheels of commerce 
and industry were humming with a new power. It seems 


to me that is a picture of world conditions today, Ah, 
yes, to the casual observer it does appear sometimes as 
though the forces of righteousness had been destroyed, but 
it is evident to the student that they are merely held in 
check, and we already notice the trickling over of the 
water that comes from the other side of the dam. We 
are beginning to feel the throb of the new movements 
coming to the world. I do not wish for one moment to 
be understood as though I subscribed to the philosophy 
of Von Bernhardi. I read Von Bernhardi’s book, and 
every time I read a page there came to me an increased 
feeling of rebellion within my nature. But there is one 
thing that Von Bernhardi said in his book which has 
always given me a great deal of satisfaction. You know 
that that book has been held up to the people all over the 
world as representing German philosophy, but Von 
Bernhardi says in that book that he regrets that the Ger- 
man people are a peace-loving, a too peace-loving people. 
Consequently, according to Von Bernhardi, this philosophy 
is not the philosophy of the German people. 

“T cannot agree with Von Bernhardi’s philosophy. I 
believe that if the peoples of the world had made use of 
the knowledge which they possessed of the teachings 
which had been brought to them, and if they had learned 
the principles of service and sacrifice taught by the Prince 
of Peace, and had been willing to bring even one-tenth of 
our war contribution in money and in manhood for the 
propagation of the principles for which He came into 
the world, war would not have been necessary to bring 
to us all these benefits and blessings of mankind. (Ap- 
plause.) 

“T want to say this other word. I have not the slight- 
est objection, and, in fact, I am absolutely in favor of 
this one thing. We have been told that we have become 
an autocratic power as a result of going into the war. 
Have you ever thought of the fact that a democracy 
simply cannot successfully carry on a war? You must 
have autocratic power, you must have centralized author- 
ity in order to carry on a war successfully. I do not 
object to giving great power to the head of our nation 
in this time of crisis, but I do object to our nation accept- 
ing the philosophy of Von Bernhardi with regard to war. 
I hold in my hands here a pamphlet issued by the Na- 
tional Marine League of the United States of America, 
written by the president of that organization, entitled 
‘The Blessings of War.’ When I read it and had finished 
it, I said, ‘There is Von Bernhardi’s theory almost in 
total.’ That is what I object to. We have higher things 
and better things than that theory. I believe that there 
is coming to the world great good, as a result of this tre- 
mendous sacrifice, just as when there comes to a city 
great destruction by fire or otherwise there must come 
reconstruction. But all these blessings that we are going 
to get out of this war we could have had and should 
have had without the sacrifice of life. Nevertheless, I 
am now and always have been an advocate of universal 
military training. Not for conquest, nor even primarily for 
self-defense, but for the fuller development of the man- 
hood of our nation. I agree with Mr. Herrick, democracy 
is coming and that is one of the blessings that we see 
comine over the spillway. 

“But, friends, I am not so much concerned with regard 
to political as I am with the question of social democracy. 
As a former British subject, I have no _ hesitancy 
in saying that it is my conviction that the British 
form of government in some respects is more demo- 
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cratic and more responsive to the will of the 

ple than is our own. But, on the other hand, I find 
that political democracy did not bring to the English 
people social democracy. If the reports which have come 
to me recently from English authorities are true, and I 
have reason to believe they. are true, this war is bringing 
to England and has brought to England, social democracy. 
We are told that those of the nobility are now working 
side by side with those of the lower classes. But that will 
not continue after the war, unless the principles of the 
Prince of Peace get hold of the hearts of men. 

“A nation must have a soul. The expression of the 
soul is the attitude of the individual toward his fellow-man. 
As a foreign-born American, I am proud of the record of 
the United States of America in this regard. The United 
States of America has fought wars, but not for selfi.a 
purposes. When we conquered Spain, we astonished the 
old world when we helped Cuba form a government of her 
own, and wished her God’s blessing. To my mind, the 
greatest expression that has ever come from the Amer- 
ican people expressing the soul life of this nation and 
giving to the people everywhere an understanding of our 
attitude toward the world was when after the Boxer 
uprising, after the indemnity was awarded us together 
with other nations, we were the only nation who stood up 
and said: ‘No, thank you, China; you keep these twenty 
millions and use the income for the education of your 
youth. (Applause.) As a result of that act, we have 
done more for democracy in China than would‘in any 
other way have been possible. As a result of that act, we 
have in this country year after year from 800 to 1,000 of 
China’s young men and women studying in our colleges 
and universities, and when they go back home they carry 
to their land the principles of our democracy. 

“IT look upon our entry into this war as our national 
Gethsemane. In the struggle of souls in our nation, we 
prayed the prayer of our Lord: ‘Father, if it be possible, 
let this cup pass from me.’ The answer to the Lord’s 
prayer was the cup, and we have been handed the cup. 
And when I think of the situation as it is before us I can- 
not help but feel that the day is coming when we will 
cry out as did our Lord upon the cross, ‘My God, my God, 
why hast thou forsaken me?’ But I want to tell you, my 
friends, that isenot all of Gethsemane. I hope this nation 
will go all the way with the Lord and that we as a people 
will pray the prayer—the greatest that was ever uttered— 
‘Father, forgive them, for they know not what they do.’ 
And then when democracy will have been achieved, we 
can say, ‘It is finished.’ Then the resurrection and the 
new life. 

“I hope this nation will not preach the gospel of hate 
and enmity, and that for our own good. Do you think 
for a moment that the singing of the Hymn of Hate has 
hurt any nation as much as it has the one that has been 
singing it? Personally, I am very anxious to see this 
war come to a close, but I do not want to see it end before 
militarism and autocracy have been overthrown, and it is 
our mission to accomplish this end. It is my hope that 
it will be brought about without the sacrifice of life, 
which now seems almost inevitable. President Wilson, 
in his reply to His Holiness the Pope, has set a new 
Standard in internationalism, and has placed this nation 
in a most lofty position. Never before in the history of 
the world has the head of a belligerent nation given ex- 
Pression to so hroad-minded a vision and viewpoint with 
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regard to an enemy people. But in addition to this, 
President Wilson has done something which is likely to 
be of great assistance to the leaders for reform within 
the German Empire, and it looks as though a real divi- 
sion between the conservative and liberal elements has 
taken place. But be this as it may, one thing is certain, 
that because of this message the American people are 
more of a unit than they have been at any time since our 
entry into the war. Practically every German-American 
editor has given his indorsement to the note. 


“T believe that the Americans of Teutonic origin are 
gradually beginning to realize the service which President 
Wilson has rendered them in making the distinction he 
did between the German Government and the German 
people. There can be no question but that his declaration 
in this regard has prevented any propaganda against the 
German people, the German language, literature or music. 
This act alone should win for him the sympathy and sup- 
port of every American of Teutonic blood. Considering 
the large number of Americans of German extraction, it 
is a fact worthy of highest commendation that so little of 
disloyalty has been in evidence. Their lot is a trying one, 
and surely those who are loyal are entitled to the sym- 
pathy and support of all Americans. I am today as 
desirous as any man can be to see monarchy in Germany 
absolutely removed. I would like to see Germany go all 
the way and become a real republic, and I will tell you 
why. It has been suggested that they might have a 
representative form of government, something like Eng- 
land’s. I am opposed to monarchy, no matter of what 
kind. I believe that if Germany were democratized and 
would become a republic she would teach the world efficient 
democracy. You may agree or disagree; it is my con- 
viction that the German nation is never going to give up 
her efficiency in which she has been trained. It is in the 
blood. But over and above that, I am absolutely con- 
vinced that with monarchy in Germany overthrown it 
would mean the death blow to monarchy the world over. 
I have had Englishmen tell me that their monarchy does 
not mean anything. Well, I will tell you what it means. 
I know it means something. I know it means class dis- 
tinction. And that is something that personally I am 
not in sympathy with. 


“Permit me to illustrate to you the difference between 
monarchy, even in a modified form, and that of democracy. 
I am the son of a plain Canadian farmer who was with- 
out social or political influence. It was my ambition from 
the days of my youth to secure a position in a Canadian 
bank. But for some reason or other I did not succeed. 
The fact is I had no one to help me in the way in which 
help was needed. When I came to the city of Chicago 
I visited the First National Bank for the purpose of seeing 
the institution, and during a conversation with the chief 
clerk he startled me by offering me a position, as a result 
of which I am here today. 


“TI could show you editorials that I have read within 
the last three or four months, written by leading editorial 
writers in Canada,‘in which they are protesting against 
monarchy bestowing upon Canadians hereditary titles, and 
now England is asking at least one of our citizens to 
accept knighthood at her hands. I hope he will be demo- 
cratic enough to act as did William E. Gladstone, when 
England conferred knighthood upon him. He said, ‘I 
thank you, but I wish to live and die a common citizen of 
my country.’ 
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“T want to bring to you in conclusion what I have in 
mind, particularly with regard to the new internation- 
alism of the United States of America. I am absolutely 
convinced that the center of finance has been transferred 
from London to New York, as a result of our going into 
the war. The pound sterling has been replaced by the 
United States dollar, and I am glad for the distinction 
which President Wilson has made in this regard. We 
know that during the time the pound sterling has domi- 
nated the financial markets of the world, the pound ster- 
ling has stood for colonization and conquest. True, Eng- 
land has done well by her colonies. President Wilson has 
already announced to the world that the United States 
dollar shall stand for humanity and service. Our first 
opportunity of real service will come when this war is 
over. What the Union should have done for the South 
is what this nation of ours must do for torn and bleeding 
Europe. We must step in and help to rehabilitate those 


nations. We must help to rebuild and that, not from the 
standpoint of national gain, but from the standpoint of 
real service to mankind. 

“In conclusion, I want to bring to you a suggestion, 
In January, 1915, I heard President Wilson make this 
most beautiful and most significant statement. He said, 
“When peace will be as handsome as war, then there wil] 
be no war.’ What did he mean? It is a handsome thing 
to see the citizens of a nation rise up and stand shoulder 
to shoulder, united as one man in the defense of the 
homeland, but that, after all, is patriotism of war. 
When peace will be as handsome as war then men will 
rise up and stand shoulder to shoulder as one man, not 
in the defense of the homeland, but in lifting up an ideal, 
and I trust this nation of ours will be the one to lift it 
up as it has never been lifted up before, demonstrating 
to the nations everywhere what means the true Father- 
hood of God and the real Brotherhood of Man.” 


Military Preparedness 


Address Delivered at American Institute of Bank- 
ing Dinner at Chicago, September 12, 1917, 
by Colonel James A. Ryan, Commander Fort 
Sheridan Camp. 


war. It has not reached all our people enough 

to make them realize the great task before us. 
When this war originated three years ago, hardly any one 
thought that the cause that started this war had any 
relation to our country. We saw in England, two years 
previous, few in number preaching preparedness. Did 
any one listen to them? Very few. England’s greatest 
soldier at that time, Lord Roberts, was one of the few 
men in the world that had the foresight to see what was 
about to happen, and if you will question yourself tonight 
why you did not see what was to follow, you will be very 


““ W- all realize that we are in the midst of a great 


much embarrassed yourself to think that you watched’ 


a nation for forty years training soldiers, inventing en- 
gines of war, filling arsenals; establishing foundries, 
building navies, and you would be somewhat surprised 
that you had not asked yourself this question: ‘Why this 
expenditure of money? Why this expenditure of time, 
and why this expenditure of talent?’ I will not go into 
the political situation of the Central nations of Europe. 
You all know that very well. I will simply call your at- 
tention to the fact that even in Europe the subject of 
preparedness had not sunk in enough to start the people 
of the nations surrounding Central Europe to arm them- 
selves sufficiently to protect themselves against what was 
inevitable. In this country we occupied a peculiar posi- 
tion. Surrounded by oceans, east and west, on the north, 
a neighbor almost cousins; on the south, a weak nation. 
We had been led to believe that we were not in danger. 
From the time of the Civil War up to the present time 
men talked not of preparedness. They talked about busi- 
ness; they talked about international developments; they 
talked about domestic affairs; about individual affairs, 
and they paid no heed to nations across the water. 

“It may be surprising to you to learn that the question 
of preparedness did come up shortly after the Civil War. 


One great general whom you all love and whose memory 
we revere, General Sherman himself, called a commission 
in 1876, eleven years after the close of the Civil War, to 
discuss means for preparing the United States against 
war. He called to that commission eleven of the senior 
officers of the United States army, then alive and fresh 
from their experiences of the Civil War. It is an historical - 
fact that nothing came from the work of that commis- 
sion. General Sherman wrote a great deal upon the sub- 
ject. It was sent to the United States Congress and was 
printed in the Congressional Record. It lies in the Wash- 
ington library, and I doubt whether any one has read it. 
Our regular army was reduced to less than 30,000, and so 
remained almost until the time of the Spanish-American 
War. We were suddenly confronted then with the neces- 
sity for soldiers, and you all know what we did. Due to 
the great statesman whom you expect in this city within 
a few days, when he was Secretary of War—he was the 
man who sowed the first seed of preparedness in the 
United States. You have today, commandimg the central 
department in Washington, a soldier and patriot who 
brought to Mr. Root’s attention the needs of our country, 
and, in order to supply those needs, a general staff was 
created. The general staff of our army, as you know, is 
composed of two general officers and minor officers, as fol- 
lows: Colonels, majors and captains of the line, whose 
business it is to study problems of war. As the drum 
corps went around this evening I was reminded of the 
contrast betwen the preparations for war in 1861 and 
preparations for war in 1917. In that time the rallies 
were made with bands of music, speakers, drum corps 
and torchlight processions to enthuse and bring the people 
togcther. In 1917, due to the work of this gencral staff, 
you saw no torchlight processions; you saw no tumult, but 
the silent telegraph instrument ticked out the order; your 
men were brought together and sent to camps; the only 
commotion was the saying of good-bye from the different 
wards of the city, or from the different places in the 
country. Silently men who were to train as officers were 
selected, sent to training camps and there received in- 
struction. I call your mind to the contrast between the 
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old and the new way to impress upon you the result of 
Mr. Root’s work of preparedness in the United States. 
That preparedness is most necessary; more necessary to- 
day than at any time in our history, because the warfare 
of today is not the warfare of yesterday. 

“There has been more changes in warfare during these 
short three years than has occurred in one hundred years 
previous. The day that the 42 centimeter guns arrived 
on the Belgian frontier meant the uselessness of the 
frontier fort, which soon was transformed into a trap for 
the men who were its defenders. The submarines of today 
make the super-dreadnought seek the protection of the 
harbors with the smaller craft. The aeroplanes today 
respect no boundaries, go far into the interior to destroy 
life and property far from the battlefields of the contend- 
ing armies. This progress that has been made in warfare 
we must prepare against. You ask why we have not pre- 
pared. The history of this question is simple. 

“After the Civil War, our country was run for the 
next generation by men who had fought that war, and 
justly so. They saw no danger. They did not see the 
necessity of expending money for protection against the 
foe, they did not realize, and when any one spoke of war, 
they said no. They had railroads to develop; they had 
mines to open; they had steamships to create. Money 
was needed for international purposes and none could be 
expended for war. Think today what would have been 
the result if our people had expended the modest sum of 
a billion to prepare this country for cases such as we 
have today. Today we expend not hundreds of thousands; 
we do not deal with millions; we speak of billions. You 
bankers can realize that better than any class of men in 


our country. You can understand what the enormous ex- 
pense we are under today means, and you can readily 
understand that a reasonable expenditure for prepared- 
ness over a period of thirty years would have placed this 
country in a position that no country in the world would 


dare to attack us. Tonight that is the message I would 
give you. This war is to be fought now. 

“As I look into the faces of those young men who have 
come to Fort Sheridan to train, I have no fear about the 
present war. (Applause.) I do not mean to say that 
there will be no struggle, but there will be but one result. 
That result is written. It cannot be changed, and that 
result will be in the end a victory for the United States 
and its allies. (Applause.) But what concerns us now 
and what will concern us in the future is, are we going to 
go over the same road without preparations, after this 
“war? I say no. You men are all intelligent men; you 
men are close to the motive powers of this nation. Great 
numbers of men have thought of the remedy. They know 
the remedy, but they have not used their motive power 
to put their ideas into action. Ideas are worthless unless 
they are carried out. The best plans on earth, unper- 
formed, are worth nothing. You have got to put motive 
force behind them to put them in execution. Unless this 
is done they have no effect. I say today—during this 
war—is the time to prepare for the future. We should 
80* prepare our country that never again will it be 
torn because some foreign prince or foreign emperor 
wants to spread out over the entire continent. We should 
advertise to the world that we propose to establish a life 
imsurance for this nation in such a way that it will be 
perfectly secured. You are asking me now, what is the 
way? Point out the way. That question has been con- 
sidered by the military men of your country. It has been 


written about more than any other subject for the last 
five years. The present draft includes men from twenty- 
one to thirty-one. All wars in the past have been fought 
by men from sixteen to twenty-two. Rarely have wars 
been fought by men older than that, and those are the 
men who should do the fighting for their country. Why, 
because men between seventeen and twenty-one are in the 
heyday of youth. They are strong, generally well muscled 
and possess ability. They have not the responsibilities 
that men assume later in life. If anybody must go to 
war it is best that we send men who can best perform 
those duties and who have the fewest responsibilities. 
Plan after plan had been suggested in our country for the 
instruction of men of school age and, finally, without re- 
ceiving success to speak of, camps for the instruction of 
officers were established, and, as you know, our young men 
went there and paid for their instruction. But we must 
not let them pay out their private funds for that which 
the country should subscribe. The years seventeen to 
twenty-one are the years the young men go to college, and 
from our experience in the training camps they can be 
made into satisfactory soldiers. The remedy for us is to 
adopt universal military service for all young men, and 
my proposition is to make the time of this service during 
the summer months, when our college men are spending 
their vacations—from two to three months. That is the 
time when we should train our young men, and they 
should be trained under the very best officers we can get 
to train them. Train them from seventeen to twenty-one. 
Do you know that three months’ training each year for 
four years will give us as good soldiers as were ever com- 
manded by any officer? 

“In addition to having soldiers, I should like to invite 
attention to the good it will do them. It is going to give 
them stronger bodies—life in the open air will add many 
years to their lives. Mentally, it is going to make them 
alert and keen, because a soldier, trained to save his own 
life and to take the life of another man, learns alertness 
and keenness. I am sure the army today has a tendency 
to raise the morals of the men who enlist under the flag. 
No man can enlist in the United States Army today, nor 
could he have enlisted during the past thirty years, who 
was not a man of good moral character, who had never 
been sent to prison or jail for anything dishonorable. 
Most people do not realize that. The idea that most 
people have of soldiers is the idea that was brought 
back from the Civil War. I am sorry to say that some of 
the impressions received were correct, but those things 
have been gradually exterminated from the United States 
Army. In fact, today the enlisted man of our army and 
navy is as clean as you can find anywhere in the world. 
(Applause.) The second advantage of universal military 
training is the advantage in discipline. You realize that 
our country has been made up of men who came from 
Europe, most of them revolutionists, and that spirit of 
revolution always remains with us. It broke out in 1776, 
which resulted in this country becoming free from the 
English government. Again in 1861 that spirit of revolu- 
tion broke out. It was simply the lack of discipline among 
our people, and the result was a war of brother against 
brother. One of the greatest advantages of this universal 
training will be to improve the discipline of our young 
men, and thereby have discipline throughout our whole 
country. Any observing man will have to admit that 
discipline in the school room, discipline in the factory, 
discipline in the counting room, and even in our own 
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homes has deteriorated. It is not the same as it was 
thirty or forty years ago, when we were children. It is 
lack of government. But with the proposed universal 
training, you can close up one-half of your jails and dis- 
miss one-half of the police force. The first thing these 
young men are taught is respect for their superior officers. 
The soldier looks upon his officer as a small part of the 
United States; as a small part of the President of the 
United States, because that officer, in taking the oath of an 
officer, swears to carry out the orders of the President of 
the United States. That is the respect that is to be in- 
stilled into the minds of the young men. It is going to be 
a regeneration of this country if we can only carry out the 
universal military service for all our young men. That is 
the message I wish you to take home with you tonight. 
“I am glad to know that you are from all parts of the 
country. I am glad to know that in ten or fifteen years 
many of you men will be the head of institutions, clothed 
with power to do great things; clothed with motive power 
to push things. You are the men that people will come 
to for advice. You are the financial heads of the next 
generation. You can see how the expenditure of a lim- 
ited amount of money will bring ample rewards to our 
country and ourselves. We have coming of age every 
year in this country almost a million of young men. If 
you take out the defectives and the men who would be 
excused—in colleges—such as medical colleges and col- 
leges for ministers—we would have approximately 700,000 
men trained each year. Just think, in ten years, we 
would have 7,000,000 trained men. Do you think there 
would be any country in the world who would dare to 
attack us with 7,000,000 trained men? Nobody despises 
war as much as the professional soldier. No one wants to 
see the slaughtered bodies of men—even of our enemies— 
but it is our business to go into that question to solve it 
just as you solve any question confronting us. And we 
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can take good out of this terrible calamity that has over. 
taken this world, if we do unite and resolve that this 
shall never occur again and put into execution a plan that 
will place every young man into military service. 

“There'is another angle to view in this question. Let 
me tell you one of the things a young man said to me 
at the termination of the last camp: I said to him, 
‘What is it that you have gained most during the three 
months of training?’ He replied, ‘The thing I have 
gained most in these three months is the respect I have 
acquired for the men with whom I have served. When 
I came here three months ago I sized up some of these 
men and saw no good in them. I have served shoulder to 
shoulder with these men and day by day I have observed 
them until I have seen things in these men’s characters 
that compel me to respect them. Wherever I see them, I 
shall always respect them.’ What is going to be the result 
of such a system of training? The son of the millionaire 
is going to sit down with the son of the laborer. One is 
going to gain respect for the other. Do you think they 
will ever change the impressions they have received? No, 
And when the time of stress comes in the future, when 
strikes or disputes arise between the employer and labor, 
what will be the result? Sons of the employee will know 
sons of the employer, or the employer himself. Will it 
be hard for one to make an agreement with the other? 
Not at all. Your labor unions will not be led by dema- 
gogues, but by men who will have respect for fair and 
intelligent employers. The conflicts of labor and capital 
will disappear because of the respect one soldier acquired 
for the other. It will be a regeneration of this nation 
if you will spend the money necessary to furnish the 
camps for four years’ training of men from seventeen to 
twenty-one. Let me assure you that it is better to train 
one hundred years for a war that never comes than to 
enter into one for which we have never trained.” 


REPORT OF THE COMMITTEE ON MILITARY TRAINING 


“At the request of the Adjutant-General at Washing- 
ton, the registration of the bank men of the country was 
commenced in April last under the direction of the Insti- 
tute Committee on Military Training. Request was made 
of the chapters to appoint a local committee to take up the 
work. The call issued by the chairman of this committee 
read, in part, as follows: 


““We know not the time to be consumed by the war, 
nor the trials through which it will take us. We only 
know, because the terrible experience of Europe has so 
taught, that it is a terribly real thing, and that thorough- 
ness and efficient organization are indispensable safe- 
guards of the nation’s integrity. 

“<The Institute is a great American organization. The 
nation which made its existence possible now needs the 
aid of its membership as it has never before. There must 
be no wavering, no hesitancy, no procrastination. The 
great test of our efficiency is now to be made; the loyalty 
and service on which we haye builded are now to be made 
living things. 

“<*The Government will provide for the regulation of 
the army. Its membership will include thousands of bank 
men. That these men may be properly chosen without 
delay a registration is essential. The Adjutant-General 
of the United States has advised the committee that a 
proper registration of the bank men of the country will be 
of a value. The Institute has undertaken to do this 
work.’ 


“To date twenty-three chapters have completed the 
registration of the bank men in their particular city and 
forwarded the lists to the Institute office. Here the lists 
were tabulated and sent to the Adjutant-General in trip- 
licate, together with an analysis of each report showing 
the number of men registered; how many under 21 years 
of age; the number between 21 and 30; the number be- | 
tween 31 and 40, and the number over 40 years of age. 
Also, each report shows how many of the men have had 
previous military training, together with a list of the 
particular qualifications of the men, what vehicles useful 
in war they possess and their physical disabilities, if any. 
The Adjutant-General states that these lists will be of 
positive value to the Government if they are from time 
to time revised and brought up to date. In acknowledg- 
ing the receipt of the registrations, thus far transmitted, 
the Adjutant-General stated that the work of the Insti- 
tute in compiling the lists was appreciated by the War 
Department. It is hoped that those chapters, whose re- 
ports have not yet been forwarded to the Institute office, 
will speedily complete this work so that the Government 
may use it to the best advantage. : 

RoBert H. BEAN, 
For Committee on Military Training.” 
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MEMBERSHIP CHANGES 


REPORTED FROM AvuGuUST 26 TO SEPTEMBER 24, 1917 


There are frequent changes which come about through consolidations, mergers, liquidations and changes of title. The General Secretary of the 
Association would appreciate receiving from members notice of any changes which occur, for the purpose of keeping the membership list correct and giving 
publicity through the columns of the Journat-BuLLeTIN. 


Alabama........-Mobile..........Bank of Mobile, N. B. A. consolidated 


with Peoples Bank of Mobile. 


Arkansas...seee- Beebe.......++++-Farmers State Bank in hands of State 


Banking Department. 


Blytheville.......Farmers Bank changed to Farmers 
Bank and Trust Company. 


Connecticut...... New Haven......Lomasand Nettleton changed to Lomas 


and Nettleton Company. 


West Palm 


Beach.......Pioneer Bank succeeded by First Na- 
tional Bank. 


Idaho ......++.-Buhl...........-Buhl Bank and Trust Company suc- 


Floral City....... Bank of Floral City liquidating. 


ceeded by First National Bank. 


Chicago.........Central Bond and Mortgage Company 


succeeded by Commerce Trust 


Company 
Chicago.....+...John P. Marsh & Company no longer 


doing banking business. 


IowA...eeeeeee+-Si0ux City.......Sioux City Trust and Savings Bank 


closed. 


Tennessee........ Harriman 


-South Berwick....South Berwick National Bank suc- 
ceeded by South Berwick Savings 
and Trust Co. 


Michigan........Buchanan 


Minnesota....... Duluth 


South Carolina... Batesburg 


seeee ..-Lee Brothers & Co. succeeded by Bu- 


chanan State Bank. 


ieewe ....-Julius D. Howard & Co. changed to 


J. D. Howard & Co. 


Montana........Absarokee.......Stillwater Valley State Bank succeeded 


by Stillwater Valley National 


Bank. 
Wibaux..... ..... State Bank of Yates, Yates, succeeded 
by Wibaux County Bank, Wibaux. 
New York.......Churchville...... Briscoe & Tupper out of banking 


business. 


Oklahoma........Pawnee..........Arkansas Valley National Bank suo 


ceeded by Security State Bank. 


Pennsylvania.....Chester.......... Delaware County Trust Safe Deposit 


and Title Insurance Co. changed 
to Delaware County Trust Co. 


Citizens National Bank consoliated 


with First National Bank. 


sseaeeon Southern Bank & Trust Company 


liquidated. 


Texas....eee0e+. Texas City.......Guaranty State Bank liquidating. 


Virginia.........Richmond.......Henry 8S. Hutzler & Co., Bankers, 


Maryland...... .. Baltimore........ Baltimore Trust Company, State Bank 
Branch liquidating. 


Baltimore........S. Blaustein & Son changed to S. Blau- 


stein Brother & Co. 


Baltimore........ Bank of Govanstown, Govans, changed 


to Citizens State Bank, York Road. 


Williamsburg.... 


merged with Planters National 
Bank. 


Richmond.......Richmond Bank & Trust Co. merged 


into Old Dominion Trust Co. 


. Peninsula Bank succeeded by Peninsula 
Bank & Trust Co. 


NEW AND REGAINED MEMBERS FROM AUGUST 26 TO SEPTEMBER 25, 1917, INCLUSIVE 


Arizona 
Cochise County State Bank, Tombstone 91-118 


Colorado 
Castle Rock State Bank, Castle Rock 82-379. 


Florida 


Citrus Exchange Bank, Bartow 63-317. 
First National Bank, Graceville 63-165. 


Idaho 


Eden State Bank, Eden 92-234. 
Heyburn State Bank, Heyburn 92-171. 


Illinois 


First Trust & Savings Bank, Aledo 70-624. 

Citizens State Bank, Alhambra 70-1079. 

Batavia National Bank, Batavia 70-433. 

German-American Bank, Bloomington 70-107. 

Farmers & Merchants State Bank, Bushnell 
70-553 

Austin National Bank, Chicago 2-237. 

Citizens State Bank of Lakeview, Chicago 
2-251 

Commercial Savings Bank of South Chicago, 

Chicago 2-130. 

Fidelity State Bank, Chicago 2-252, 


IHinols (Continued) 


Fullerton-Southport State Savings Bank, 
Chicago 2-245. 

United State Bank, Chicago 2-199. 

First State Bank, Chicago Heights 70-178. 

First National Bank, Coal City 70-1724. 

DeKalb Trust & Savings Bank, DeKalb 70-265. 

Bank of Dwight, Dwight 70-620. 

State Bank of East Moline, East Moline 70-547 

Southern Illinois Trust Co., East St. Louis 
70-19. 


First State Bank, Eldorado 70-486. 

Bank of Foosland, Foosland 70-1301. 

Farmers Co-operative State Bank, Galva 70-570 

First National Bank, Gardner 70-883. 

Hopedale National Bank, Hopedale 70-1359. 

First National Bank, Kirkwood 70-896. 

Farmers State Bank, Lawrenceville 70-496. 

Bank of Lenzburg, Lenzburg 70-1687. 

State Bank of Lima, Lima 70-1417. 

First National Bank, Maquon 70-1065. 

First National Bank, Marion 70-317. 

Citizens State Bank, Melrose Park 70-423. 

Mechanics & Merchants Savings Bank, Moline 
70-127. 

State Savings Bank & Trust Co., Moline 70-126. 

Mt. Olive State Bank, Mount Olive 70-474. 


(Continued) 


Lake County State Bank, North Chicago 
70-1844. 
H. N. Schuyler State Bank, Pana 70-348. 
State Bank of Paw Paw, Paw Paw 70--1521. 
Frackelton State Bank, Petersburg 70-557. 
Port Byron State Bank, Port Byron 70-1010. 
Illinois State Bank, Quincy 70-54. 
First National Bank, Ridgefarm 70-876. 
Bank of Sadorus, Sadorus 70-1102. 
Somonauk State Bank, Somonauk 70-1022. 
First Trust & Savings Bank, Sterling 70-300. 
First Nationa! Bank, Steward 70-1603. 
Tuscola State Bank, Tuscola 70-579. 
State Bank of Weldon, Weldon 70-1653. 
Farmers & Merchants Bank, Xenia 70-1900. 


Indiana 


First National Bank, Huntingburg 71-438. 


Iowa 


Alexander Savings Bank, Alexander 72-1169. 
Cotter Savings Bank, Cotter 72-1264. 

Bank of Dana, Dana 72-1273. 

First National Bank, Dyersvilie 72-485. 
State Bank of Earlville, Earlville 72-1304. 


— 
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Iowa (Continued) 

Farmers & Merchants Bank, Gracttinger 
72-1827. 

Hawarden State Bank, Hawarden 72-375. 

Commercial State Bank, Independence 72-259° 

Jesup State Bank, Jesup 72-805. 

Farmers Savings Bank, Lacona 72-959. 

Savings Bank of Larchwood, Larchwood 
72-1021. 

Le Claire Savings Bank, Le Claire 72-1413. 

First National Bank, Lineville 72-892. 

Farmers Savings Bank, Manly 72-1087. 

Cherokee County State Bank, Meriden 72-1465° 

First State Bank, Nashua 72-602. 

Osceola National Bank, Osceola 72-355. 

Bank of Pocahontas, Pocahontas 72-635. 

Sheldon Savings Bank, Sheldon 72-1694. 

Farmers & Merchants Bank, Sioux Center 
72-1747. 

Webster City Savings Bank, Webster City 
72-168. 

Farmers Savings Bank, Williamsburg 72-616. 

Woodburn Bank, Woodburn 72-1659. 


Kansas 


Quindaro State Bank, Kansas City 18-95. 
Farmers State Bank, Leon 83-1252, 


Loulsiana 


Commercial & Savings Bank, Donaldsonville 
84-311. 
Franklin State Bank, Winnsboro 84-131. 


Maine 
Eastern Trust & Banking Co., Machias 52-165. 


Maryland 
First National Bank, Kitzmiller 65-174. 
Smithsburg Bank of Washington County, 
Smithsburg 65-132. 
The Westport Bank, Westport 65-248, 


Massachusetts 
H. Slobodkin, Banker, Boston 5-167, 


Michigan 


Dime Savings Bank,Oakland-Holbrook Branch, 
Detroit 9-21. 


Minnesota 
Farmers National Bank, Hendricks 75-549. 


Missouri 


Farmers State Bank, Bolivar 80-1314. 
First National Bank, Hamilton 80-378. 
Peoples Trust Co., Kansas City 18-78. 
Madison Bank, Madison 80-639. 


Montana 


State Bank of Fairfield, Fairfield 93-373. 
Stoc~mens National Bank, Hardin 93-423, 
Farmers State Bank, Highwood 93-440. 
First National Bank, Plevna 93-425. 


Nebraska 
Bank of Benkelman, Benkelman 76-419, 
State Bank of Colon, Colon 76-688. 
Bank of Douglas, Douglas 76-711. 
Bank of Florence, Florence 76-183. 
Gordon State Bank, Gordon 76-279. 
Drovers & Traders State Bank, Haigler 76-1032, 
Lakeside State Bank, Lakeside 76-987. 
Security State Bank, Lynch 76-396. 
State Bank of Minatare, Minatare 76-1010. 
Omaha Branch Federal Reserve Bank of 

Kansas City, Omaha 27-12. 

State Bank of Papillion, Papillion 76-1006. 
Farmers State Bank, Plymouth 76-940. 
Farmers State Bank, Uehling 76-613. 
Western State Bank, Western 76-1088. 
State Bank of Wolbach, Wolbach 76-316. 


Nevada 


Bank of Fallon, Fallon 94-50. 


New Jersey 


Merchants & Manufacturers Trust Co.,, Town 
of Union 55-202. 


New Mexico 


Espanola State Bank, Espanola 95-125. 
First National Bank, Lovington 95-144. 


New York 


Andover State Bank, Andover 50-619. 

First National Bank, Bellmore 50-982. 

Lackawanna Trust Co., Lackawanna 50-965. 

American Foreign Banking Corporation, New 
York 1-297. 

Franklin Trust Co., Market Branch, Brooklyn 
1-115. 

Franklin Trust Co., Navy Y. M. C. A. Branch, 
Brooklyn 1-115. 

Public National Bank, Graham Ave. and Siegel 
St. Branch, Brooklyn 1-238. 

Nassau County National Bank, Rockville 
Center 50-978. 

First National Bank, Saugerties 50-479. 

Farmers National Bank, Union 50-879. 

First National Bank, Woodridge 50-981 


North Dakota 


First National Bank, Kulm 77-985. 


Ohio 


Adelphi Banking Co., Adelphi 56-861. 

Citizens Bank, Ashville 56-760. 

First National Bank, Batavia 56-748. 

First National Bank, Brookville 56-725. 

First Trust & Savings Bank, Canton 56-76. 

Valley Savings Bank & Trust Co., Chillicothe 
56-208. 

City Hall Bank, Cincinnati 13-37. 

Citizens Bank of St. Bernard, Cincinnati 
56-1163. 

Home Savings Bank Co., Cincinnati 13-63. 

Lincoln Savings Bank Co., Columbus 25-61. 

First National Bank, Dalton 56-939. 

City Trust & Savings Bank, Dayton 56-38. 

Reeves Banking & Trust Co., Dover 56-401. 

First Naticnal Bank, Dunkirk 56-733. 

First National Bank, Elmwood Place 56-951. 

Commercial Bank & Savings Co., Fostoria 
56-284. 

Franklin National Bank, Franklin 56-572. 

Warren National Bank, Franklin 56-573. 

Commercial Savings Bank Co., Galion 56-371, 

First National Bank, Grove City 56-796. 

Citizens Bank, Harrison 56-706. 

Madison National Bank, London 56-538. 

Peoples Commercial & Savings Bank, London 
56-541. 

First National Bank, Madisonville 56-477, 

First National Bank, Mason 56-820. 

First National Bank, Massillon 56-211. 

Ohio Banking & Trust Co., Massillon 56-214, 

First National Bank, Middletown 56-224. 

Merchants National Bank, Middletown 56-225, 

J. & G. Adams Bank, Millersburg 56-611. 

First National Bank, Mt. Healthy 56-1060. 

Farmers Banking Co., New Paris 56-791. 

New Richmond National Bank, New Richmond 
56-657. 

Central National Bank, St. Paris 56-717. 

First National Bank, St. Paris 56-716. 

Farmers National Bank, Seven Mile 56-1147, 

Sharonville Bank, Sharonville 56-1150. 

Somerville National Bank, Somerville 56-1157. 

Vandalia State Bank, Vandalia 56-1234. 

Midland National Bank, Washington C. H. 
56-364. 


Ohio (Continued) 
Farmers & Citizens Bank, West Alexandrig _ 
56-818. 4 
Twin Valley Bank, West Alexandria 56-817, 
Commercial Bank, Wooster 56-417. F 
Central Bank & Trust Co., Youngstown 56-52, — 


Oklahoma 


Bank of Cherokee, Cherokee 86-235. 
Farmers National Bank, Cushing 86-381, 
Security State Bank, Ponca City 86-1047, 
Oklahoma State Bank, Sentinel 86-423, 
Central Exchange Bank, Woodward 86-194, 


Oregon 
Farmers State Bank, North Powder 96-267, 
Bank of Powers, Powers 96-213. 


Pennsylvania 


Mont Alto State Bank, Mont Alto 60-1470, 
Olney Bank, Philadelphia 3-142. 


South Carolina 
Barnwell Banking Co., Barnwell 67-487, 
Bank of Western Carolina, Batesburg ‘7-486, 
First Nationai Bank, Elloree 67-275. 


South Dakota 


Farmers & Merchants State Bank, Eureka 
78-167. 


Tennessee 
First National Bank, Covington 87-567, 
Bank of Kingsport, Kingsport 87-407. 


Texas 
First National Bank, Allen 88-908. 
Farmers National Bank, Brenham 88-1719, 
First National Bank, Greenville 88 118. 
First National Bank, Ochiltree 88-805. 


Utah 
San Juan State Bank, Blanding 97-104, 
Security Savings Bank, Brigham 97-99. 
Iron Commercial & Savings Bank, Cedar City 

97-118. 

Fairview State Bank, Fairv.ew 97-109 
Farmers & Merchants Bank, Provo 97-18. 
Mendenhall Banking Co., Springville 97-33, 


Washington 
Washington Mutual Savings Bank, Seattle. 
Spokane Branch Federal Reserve Bank of Saa 
Francisco, Spokane 28-1. 


West Virginia 
Wyoming County Bank, Pineville 69-367. 
Doddridge County Bank, West Union 69-216, 


Wyoming 
Farmers State Bank, Riverton 99-141, 


Alaska 
Bank of Alaska, Cordova, 


Bolivia 
Denniston & Company, La Pas 


Canada 
Sterling Bank of Canada, Toronto. 


China 
China Trust Co., Shanghat. 


§ 


